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We  Welcome 

A  New  Neighbor 

The  West  Indies  have  taken  on 
status  with  their  recent  action  to 
federate  into  a  new  nation.  We 
are  pleased  to  report  on  what  this 
means  to  the  United  States  in  our 
story  on  page  6. 

Every  new  nation  can  expect  to 
suffer  growing  pains.  The  West 
Indies  Federation  probably  will  be 
no  exception.  In  most  of  the  is- 
lands, natural  beauty  and  eco- 
nomic poverty  exist  side  by  side. 
Trade  between  the  islands  is  a 
problem  because  of  long-estab- 
lished protective  tariffs.  Migration 
of  people  from  one  island  to  an- 
other is  equally  difficult. 

But  there  is  promise  that  the  new 
federation  will  resolve  problems 
like  these.  As  our  story  points  out, 
members  of  the  Federation  are 
determined  to  make  it  a  success 
economically  and  to  raise  the  lev- 
els of  living  of  their  people.  They 
will  have  the  active  good  will  of 
friendly  neighboring  nations,  in- 
cluding the  United  States,  in  reach- 
ing this  goal. 

We  predict  that  we  will  be  hear- 
ing more  about  this  new  island 
federation  in  the  years  to  come, 
not  only  as  a  pleasant  vacation 
retreat  but  also  as  a  good  neigh- 
bor with  whom  we  are  trading 
more  and  more. 
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Pottery  market  in  Bridgetown,  Barba- 
dos, with  interisland  schooners  in  the 
background.  (Story  on  page  6.) 
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Courtesy  Embassy  of  United  Arab  Republic 

Typical  of  the  Middle  East's  rural  life  are  these  Egyptian 
scenes:  Shepherds  watching  flocks,  and  fishermen  with  nets. 


a  New  Agricultural  Pattern 
Emerge  From  the  Arab  Unions? 
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HE  UNDERLYING  FORCES  FOR 
UNITY  in  the  Arab  Middle  East 
are  real  and  compelling,  despite  shift- 
ing political  trends  and  expediencies. 
They  reach  deep  into  the  history  of 
the  area  and  emerge  from  solid  social- 
economic  foundations.  One  language, 
Arabic,  predominantly  one  religion, 
Islam,  and  a  basically  tribal-village- 
agricultural  economy  constitute  a  co- 
hesive web  of  life  among  the  peoples 
of  these  countries.  Also,  dynamic  as- 
piration for  economic  development 
and  social  progress  in  the  region  point 
to  the  advantages  of  a  united  approach. 

The  Middle  East  had  an  outstanding 
experience  in  regional  economic  unity 
during  the  last  world  war.  Developed 
by  the  Allies  in  cooperation  with  the 
countries  of  the  region,  the  Middle 
East  Supply  Center  was  set  up  in 
Cairo,  to  direct  agricultural  produc- 
tion, industrial  activity,  trade,  and  al- 
location of  supplies  on  a  regional  basis. 
This  experiment  was  stopped  shortly 
after  the  war,  but  it  left  a  lasting  im- 
pact on  the  cooperating  countries. 


By  AFIF  I.  TANNOUS 
Africa  and  Middle  East 
Analysis  Branch 
Foreign  Agricultural  Service 

The  Arab  members  of  the  Center 
continued  the  regional  approach,  al- 
though on  a  much  less  integrated 
basis,  through  the  machinery  of  the 
Arab  League.  Besides  common  politi- 
cal objectives,  the  League  organized 
for  cultural  cooperation,  exchange  of 
skills,  and  lowering  of  trade  barriers. 
In  all  these  fields,  some  tangible 
achievements  were  made,  again  sup- 
porting the  idea  of  unity. 

During  the  past  few  months  unity 
emerged  in  a  more  dramatic  form, 
taking  the  world  by  surprise.  Egypt 
and  Syria,  without  benefit  of  a  com- 
mon physical  boundary,  joined  fully 
into  one  United  Arab  Republic.  Their 
move  precipitated  action  on  another 
front  of  the  Arab  League:  Iraq  and 
Jordan  united  in  the  form  of  the  Arab 
Union.  Both  new  entities  opened  the 
doors  for  other  Arab  members  to  join. 


So  far  Yemen  has  responded  by  joining 
the  United  Arab  Republic,  forming 
a  third  entity — United  Arab  States. 
And  this  may  be  only  the  beginning, 
with  the  next  few  months  showing 
the  trend. 

We  are  concerned  here  with  the 
agricultural  aspects  of  these  unions. 
What  impact  will  they  have  upon 
agricultural  production  and  trade? 
What  adjustments  must  the  compon- 
ent units  make?  What  advantages  or 
disadvantages  will  result?  And  lastly, 
what  effects  are  they  likely  to  have  on 
U.S.  trade? 

Egypt-Syria- Yemen 

In  certain  basic  respects  the  econo- 
mies of  Egypt,  Syria,  and  Yemen 
(United  Arab  States)  are  similar  and 
competitive.  Agriculture  plays  a  dom- 
inant role  in  all  three.  It  is  the  way 
of  life  and  occupation  for  the  large 
majority,  the  main  pillar  of  the  econ- 
omy in  each  country.  It  is  also  the 
major  source  of  foreign  exchange,  ac- 
counting for  about  90  percent  of  the 
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Courtesy  World  Bcnk 

Soviet  ship  in  Suez  Canal.  Before  uniting,  Egypt  and  Syria 
had  shifted  their  trade  toward  the  Communist  countries. 


Aerial  view  of  Wadi 
ing  to  pay  for  Iraq's 


value  of  total  exports.  Leading  items 
are  long  staple  cotton,  rice,  and  onions 
from  Egypt;  bread  grains  and  upland 
cotton  from  Syria;  coffee  from  Yemen. 

The  earning  of  foreign  exchange 
from  agricultural  exports  is  critically 
significant.  It  provides  practically  the 
only  means  of  obtaining  capital  goods 
for  economic  development.  Oil  and 
other  mineral  resources  are  lacking  or 
inadequate.  Too,  industries  in  Egypt 
and  Syria  are  light,  depending  mainly 
on  the  processing  of  farm  products. 

On  the  other  hand,  the  three  coun- 
tries have  certain  promising  comple- 
mentary aspects.  Syria  is  a  large  ex- 
porter of  wheat  and  other  bread  grains 
( about  0.5  million  metric  tons  an- 
nually), and  could  increase  output  of 
these  materially;  whereas  Egypt  is  a 
large,  growing  importer  of  such  grains 
(close  to  1  million  tons  annually). 
Also,  Egypt  could  consume  some  of 
Syria's  olive  oil,  dried  fruits,  and  live- 
stock products.  In  exchange,  Syria 
would  take  increasing  quantities  of 
Egyptian  rice  and  some  citrus.  Both 
countries  are  importers  of  coffee,  which 
Yemen  exports;  and,  in  exchange, 
Egypt  could  give  Yemen  sugar  and  rice. 

Beyond  these  possibilities  lies  the 
grim  reality  of  a  terrific  population 
pressure  upon  the  limited  land-water 
resources  of  Egypt.  Over  24  million 
people  (increasing  at  a  relatively  rapid 
rate)  now  live  on  6  million  irrigated 
acres,  half  of  which  is  double-cropped. 


Even  if  the  proposed  High  Aswan 
Dam  should  be  constructed,  adding  2 
million  irrigated  acres  within  15  years, 
population  growth  would  still  be 
ahead.  In  contrast,  Syria  and  Yemen 
are  sparsely  populated — with  9  million 
people  on  9  million  crop  acres.  This 
acreage  could  be  doubled  and  at  the 
same  time  yields  per  acre  increased. 
There  are  also  extensive  areas  suitable 
for  the  raising  of  livestock. 

This  background  indicates  the  pros- 
pects and  also  the  problems  that  are 
likely  to  manifest  themselves.  The  com- 
bined home  markets  could  absorb  all 
of  Syria's  surplus  grains  and  part  of 
Egypt's  surplus  rice.  As  mentioned, 
there  would  be  increased  exchange  of 
other  agricultural  items;  and  this 
would  be  quite  helpful  to  Egypt  in 
meeting  its  urgent  and  increasing  need 
for  wheat,  a  basic  food  item.  Syria, 
however,  would  be  deprived  of  a 
major  source  of  foreign  exchange. 
This  problem  is  likely  to  arise  from 
other  shifts  in  the  trade  pattern,  and 
will  call  for  adjustments  in  the  alloca- 
tion of  total  foreign  exchange  avail- 
able. Long  staple  cotton,  upland  cot- 
ton, and  coffee  will  continue  to  be 
the  major  foreign  exchange  earners. 

Another  effect  of  the  new  relation- 
ship will  be  the  motivation  of  the 
Syrian  segment  to  accelerate  its  agri- 
cultural development.  This  could  be 
true  of  Yemen  too.  The  potential,  as 
indicated,  is  promising  for  increased 


Tharthar  dam.  Oil  resources  are  help- 
vast  land-water  development  program. 

livestock  and  crop  production.  This 
would  meet  the  growing  food  needs 
of  Egypt,  and  could  produce  additional 
surpluses  for  export. 

Egypt  could  help  materially  in  such 
development  by  allocating  some  of  its 
surplus  manpower  to  Syria  and  pos- 
sibly Yemen.  Large  numbers  of  "fel- 
lahin"  ( peasants )  from  the  congested 
rural  areas  could  be  relocated,  which, 
in  turn,  would  help  relieve  the  popula- 
tion pressure  in  Egypt.  Relocation  of 
people  is  always  a  complex  and  costly 
process  requiring  special  skills  and 
time,  but  it  can  be  done.  In  addition. 
Egypt  could  provide  highly  skilled 
technical  personnel  in  both  agriculture 
and  complementary  industry. 

The  major  problem  that  is  likely  to 
arise  is  how  to  adjust  between  two 
basically  different  economic  policies. 
The  state  dominates  the  economic  sit- 
uation in  Egypt.  Not  only  are  prices, 
exports,  imports,  and  foreign  exchange 
controlled  by  the  government,  but  also 
allocation  of  areas  for  certain  crops, 
membership  in  agricultural  coopera- 
tives, development  programs,  and  pro- 
ductive activities  of  various  kinds. 

In  striking  contrast  is  Syria's  largely 
free  enterprise,  which  has  caused  spec- 
tacular achievements  during  the  past 
10  years.  Government  interference 
was  extremely  limited  in  the  successful 
development  of  the  grain  and  cotton 
crops,  in  agricultural  mechanization, 
and  in  industrial  development.  So  one 
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naturally  asks — Can  the  United  Arab 
Republic  maintain  a  dual  system  of 
economic  policy  and  development?  Or 
will  it  insist  on  regimentation  for  all? 
If  so,  how  far  will  the  Syrians  adju  t? 
The  answers  should  be  clearly  indi- 
cated in  the  coming  months. 

Iraq-Jcrdan 

We  are  impressed  with  a  different 
set  of  highlights  when  we  turn  to  the 
picture  of  the  Arab  Union,  the  federa- 
tion of  Iraq  and  Jordan.  Both  are 
predominantly  agricultural  countries, 
with  similar  tribal  and  village  back- 
grounds. Yet  Jordan  exists  on  a  mar- 
ginal level  of  agricultural  self-suffi- 
ciency, with  limited  mineral  resources; 
whereas  Iraq  increasingly  is  a  surplus 
producer  of  major  food  items  and  has 
tremendous  oil  resources.  The  former 
must  depend  upon  foreign  aid  to  keep 
its  economy  going  and  to  undertake 
some  development  projects;  whereas 
the  latter  commands  an  abundance  of 
foreign  exchange  for  the  development 
of  its  extensive  land-water  resources. 

Iraq  ultimately  could  put  12-15  mil- 
lion acres  under  crops  annually — 
mostly  by  expanding  irrigation — com- 
pared with  7  million  acres  at  the 
pre:ent  time.  It  is  sparsely  populated 
(6.8  million  in  1958)  relative  to  its 
crop  and  grazing  areas  and  its  large 
potential.  Also,  its  rural  population 
has  been  moving  rapidly  to  urban 
areas,  because  of  industrial  and  con- 
struction developments.  In  contrast. 
Jordan  is  thickly  populated  relative  to 
its  resources — 1.5  million  on  1  mil- 
lion crop  acres  —  and  potential  for 
water-land  development  is  small.  More- 
over, Jordan  is  tearing  the  brunt  of 
the  Arab  refugees. 

The  two  economies  are  likely  to 
integrate  smoothly  within  the  Union. 
Jordan's  surpluses  of  skilled  man- 
power, mainly  from  among  the  people 
of  old  Palestine,  will  find  an  outlet  in 
the  great  development  programs  of 
Iraq.  Technical  and  professional  per- 
sonnel and  diligent  farmers  will  have 
new  opportunities.  At  the  same  time, 
Iraq  could  very  well  apply  some  of  its 
capital  to  the  development  of  resources 
in  the  Jordanian  sector.  This  exchange 
of  manpower  and  capital  should  prove 
highly  beneficial  to  both  sides.  Further- 
more, the  Union  will  not  encounter 
the  problems  arising  from  conflicting 


economic  systems,  for  the  two  are 
alike,  and  from  the  redistribution  of 
foreign  exchange,  which  is  abundant. 

Impact  on  Trade 

The  impact  of  these  Arab  unions 
upon  farm  trade  with  the  United 
States  is  not  likely  to  be  significant 
for  some  time.  Prior  to  uniting  with 
Syria,  Egypt  had  been  shifting  its  trade 
steadily  toward  the  USSR  and  other 
Communist  countries.  Through  trade 
and  aid  agreements  involving  substan- 
tial loans  from  these  countries,  Egypt 
had  been  offering  them  increasing  por- 
tions of  its  cotton,  rice,  and  other 
items  in  exchange  for  wheat,  manu- 
factured products,  and  capital  goods. 
Before  this  trend  toward  the  East  set 
in,  Egypt's  traditional  trade  had  been 
firmly  established  with  the  West.  The 
United  States  sent  Egypt  large  quanti- 
ties of  wheat  and  some  tobacco,  and 
took  mainly  long  staple  cotton. 

Syria  developed  a  similar  trend, 
which  led  in  1957  to  its  securing  a 
large  loan  from  the  USSR  and  signing 
aid  and  trade  agreements  with  it  and 
other  Communist  countries.  In  pay- 
ment, Syria  will  offer  most  of  its  cot- 
ton and  grain  surpluses.  Prior  to  that, 
Syria  traded  mostly  with  the  West 
too.  Its  farm  imports  from  the  United 
States  had  been  negligible,  and  its 
exports  were  mainly  coarse  wool  and 
some  oriental  tobacco.  Early  in  1958, 
Yemen  followed  a  similar  path  toward 
Russia  and  Communist  China. 

As  united  countries,  it  is  expected 
that  they  will  pursue  the  foreign  trade 
patterns  to  which  they  had  been  com- 
mitted separately.  They  will  make 
some  internal  adjustments  in  agricul- 
tural exchange.  Also,  they  will  strive 
to  hold  on  to  some  of  their  traditional 
Western  markets.  The  bulk  of  their 
trade,  however,  will  continue  to  be 
tied  up  with  the  Communist  countries. 
Agricultural  trade  with  the  United 
States  is  likely  to  continue  at  the  min- 
imum current  levels. 

The  Arab  Union  countries  ( Iraq  and 
Jordan  )  will  also  continue  trade  with 
the  United  States  at  the  present  low 
level.  But  in  this  case  no  Communist 
orientation  is  involved.  Iraq  has  been 
a  growing  producer  of  agricultural 
surpluses — mainly  dates,  bread  grains, 
and  livestock  products.  Its  major  mar- 
kets have  been  established  in  Europe 


Farmer  on  experimental  farm  near 
Baghdad    prepares    hills    for  cotton. 


New  rural  housing,  Egypt.  All  over 
Middle    East   housing    need    is  great. 


and  in  the  Middle  East,  with  limited 
exports  of  wool  and  dates  to  the 
United  States.  Its  agricultural  imports 
from  all  sources  have  been  negligible. 
Union  with  Jordan  will  not  alter  this 
traditional  pattern,  except  that  it  will 
generate  more  domestic  consumption. 

The  tremendous  land-water  develop- 
ment program  that  has  been  underwav 
in  Iraq  for  several  years  is  destined  to 
increase  production  materially,  includ- 
ing the  relatively  new  crop,  cotton. 
(Continued  on  page  20) 


May  7958 


.5 


The  West  Indies  Federation 
And  U.  S.  Agricultural  Trade 


By  AGNES  G.  SANDERSON 
Latin  American  Analysis  Branch 
Foreign  Agricultural  Service 


When  Princess  Margaret 
opened  the  first  session  of 
Parliament  of  the  West  Indies  Feder- 
ation in  Trinidad  on  April  22,  this 
group  of  neighboring  islands  that  has 
traded  with  the  United  States  for  more 
than  200  years  started  official  opera- 
tion as  the  youngest  nation  in  the 
Western  Hemisphere. 

In  the  new  West  Indies  Federation 
are  the  Islands  of  Barbados,  Jamaica, 
Trinidad,  and  Tobago;  Antigua,  Mont- 
serrat,  and  St.  Kitts-Nevis-Anguilla  in 
the  Leeward  Islands;  and  Dominica, 
Grenada,  St.  Lucia,  and  St.  Vincent  in 
the  Windward  group.  Nevis,  incident- 
ally, was  the  birthplace  of  Alexander 
Hamilton,  who  helped  draft  the  U.  S. 
Constitution  and  who  may  have  taken 
some  of  his  ideas  from  the  federal 
constitution  of  the  Leeward  Islands 
adopted  in  1705. 

The  Federation  is  larger  than  the 
State  of  Massachusetts,  with  a  total 
land  area  of  9,185  square  miles.  Its 


population  totals  3.4  million.  If  Brit- 
ish Guiana  and  British  Honduras 
should  decide  to  join,  the  total  land 
area  would  be  increased  by  91,866 
square  miles  and  the  population  by 
only  about  a  half  million.  These  sparse- 
ly populated  areas,  however,  would 
provide  outlets  for  the  surplus  popu- 
lation of  some  of  the  other  islands. 

The  Federation's  members  earned 
about  $338  million  from  exports  in 
1956.  These  were  mainly  farm  prod- 
ucts, with  sugar,  bananas,  and  citrus 
in  the  lead.  Most  of  these  exports 
went  to  the  United  Kingdom,  with 
which  the  islands  have  trade  agree- 
ments. About  one-tenth  of  the  ex- 
ports come  to  the  United  States,  and 
in  1956  these  included  about  $10  mil- 
lion wortli  of  farm  products. 

Imports  of  Federation  members  in 
that  same  year  amounted  to  $407  mil- 
lion and  were  mainly  from  the  United 
Kingdom,  the  United  States,  and 
(  anada.  Our  share  amounted  to  about 


Courtesy  British  Information  Services 

Though  many  West  Indies  islands  lack 
natural  resources,  scenes  such  as  this 
are   making  tourism  a   big  industry. 


$67  million,  of  which  agricultural 
products  accounted  for  $13  million. 

Now  that  the  islands  have  federated, 
this  trade  will  undoubtedly  expand. 
The  very  act  of  creating  a  new  coun- 
try has  been  a  stimulus.  The  members 
are  determined  to  make  it  a  success 
economically  and  to  raise  their  stand- 
ard of  living.  In  addition,  they  are 
being  shown  what  steps  to  take  to 
improve  their  economies.  The  Carib- 
bean Commission  has  helped,  so  has 
the  British  Committee  for  Develop- 
ment and  Welfare  in  the  West  Indies. 
Also,  the  Food  and  Agriculture  Or- 
ganization and  the  International  Co- 
operation Administration  have  given 
technical  assistance. 

There  is  every  indication  that  trade 
between  the  Federation  and  the  United 
States  will  increase.  The  proximity 
of  the  new  nation  to  the  U.  S.  market 
is  of  special  significance;  and  the  cli- 
mate  and  soils  of  the  islands  make 
their  agriculture  complementary  in 
many  respects  to  ours. 

Many  years  ago  trade  between  the 
United  States  and  these  Caribbean 
islands  was  more  important  than  it 
is  now.  Ever  since  the  beginning  of 
the  19th  century,  the  United  States 
has  been  a  market  for  Jamaica's  prod- 
ucts, at  first  sugar,  then  bananas,  and 
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now  bauxite.  Trinidad  has  long  sup- 
plied the  United  States  with  cacao,  oil, 
and  asphalt.  In  fact,  up  until  World 
War  I,  the  United  States  was  the  most 
important  export  market  for  West  In- 
dian products.  And  as  late  as  1929 
Jamaica,  Trinidad,  and  Barbados  were 
selling  almost  as  much  to  us  as  they 
sold  to  the  United  Kingdom.  But  10 
years  later  our  share  of  the  West  Indian 
trade  had  dropped  to  only  4  percent. 

With  World  War  II,  trade  with 
the  United  States  started  picking  up 
again.  Just  before  the  war  total  trade 
with  the  islands,  both  imports  and 
exports,  amounted  to  S 1 3  million,  but 
by  1956  it  had  climbed  to  S99  million. 
In  the  same  period,  their  imports  from 
the  United  States  rose  from  S10  mil- 
lion to  S67  million  and  exports  to  us, 
from  S2  million  to  S32  million. 

Foodstuffs  have  long  been  the  chief 
articles  of  export  from  the  United 
States  to  the  West  Indies.  Today  the 
principal  items  are  flour,  animal  feeds, 
and  meat — fresh,  frozen,  salted,  or 
cured.  U.  S.  manufactured  exports 
are  chiefly  in  the  form  of  consumer 
goods,  but  there  is  also  a  demand  for 
machinery',  minerals,  and  other  basic 
products.  In  return,  the  United  States 
takes  such  agricultural  products  as 
molasses,  cacao,  spices,  and  bananas, 
and  among  nonagricultural  products, 
bauxite  and  petroleum. 

Dollar  Restrictions 

The  federated  islands  are  included 
in  the  Empire  preference  system,  so 
that  goods  from  British  Common- 
wealth sources  are  subject  to  duties 
about  50  percent  lower  than  the  gen- 
eral tariff.  Moreover,  import  licenses 
involving  dollar  remittances  are  only 
issued  when  the  goods  are  not  ob- 
tainable in  soft-currency  areas.  How- 
ever, these  restrictions  have  been  lib- 
eralized somewhat  in  recent  years 
through  the  establishment  in  1951  of 
the  British  West  Indies  Trade  Liber- 
alization Plan.  Its  purpose  was  to  keep 
the  British  West  Indies  market  open 
for  token  quantities  of  manufactured 
goods  and  other  needed  items  from 
hard-currency  countries. 

In  recent  years  too,  a  number  of 
tasic  products  have  been  freed  from 
import  licensing  control  by  placing 
them  under  world  open  general  li- 
cense. The  foodstuffs  thus  affected  in- 
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elude  meat,  fish,  split  peas,  onions, 
tobacco,  and  apples. 

Tourism  and  Trade 

West  Indian  trade  stands  to  gain 
from  the  flow  of  American  tourists 
to  the  Caribbean  area.  During  the 
last  10  years,  tourism  has  become  a 
major  industry,  increasing  the  need 
for  imported  goods  as  well  as  the 
ability  to  pay  for  them.  In  1956,  for 
example,  over  S23  million  was  spent 
by  visitors  to  these  islands,  the  majority 
from  the  United  States. 

Though  many  of  the  islands  are 
very  small  and  lacking  in  natural  re- 
sources, they  have  an  ample  supply  of 
intangible  resources — beauty,  charm, 
a  leisurely  way  of  life,  all  qualities 
irresistible  to  the  vacationist.  So  that 
the  small  islands  as  well  as  the  larger 
ones  can  share  in  this  profitable  tour- 
ist trade,  the  Federation  plans  to  or- 
ganize a  federal  tourist  bureau. 

As  the  islands  are  geared  for  tour- 
ism, the  dollars  earned  will  help  boost 
the  Federation's  economy.  Further,  a 
demand  will  be  created  for  the  prod- 
ucts which  are  imported  to  satisfy  the 
wants  of  American  tourists.  Since  the 
islands  themselves,  because  of  soil,  cli- 
mate, lack  of  capital,  cannot  produce 
them,  trade  with  the  United  States 
can  be  expected  to  increase. 

Outlook 

A  stronger  trading  position  and  in- 
creased prestige  will  result  from  the 
federation  of  the  islands.  Other  bene- 


Coconuts  on  St.  Lucia;  processing  ar- 
rowroot on  St.  Vincent.  Such  products 
are  complementary  to  U.S.  agriculture. 
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fits  to  be  gained  as  plans  get  under 
way  are  wider  markets,  better  com- 
munications, and  improved  agricul- 
tural practices,  all  leading  to  greater 
financial  stability.  A  customs  union 
for  the  area  will  be  attempted  first; 
meanwhile,  negotiations  have  begun  on 
developing  a  common  tariff. 

The  United  States  is  interested  in 
seeing  the  West  Indies  Federation  be- 
come an  economically  strong  nation. 
The  advantages  would  be  mutual.  As 
neighbor  nations,  we  are  bound  to- 
gether geographically;  what  affects  one 
often  affects  both.  We  have  much 
to  contribute  to  one  another  too;  and 
our  trade  associations,  stretching  back 
some  two  centuries,  in  the  years  ahead 
may  be  even  closer  than  in  the  past. 


By  Charles  Mauricerte,  St.  Lucia 


By  Phil  S.  Eckert  Couitesy  Jack  O.  Haugen 

Gisela  Gelderblom.  U.S.  agricultural  attache  office,   Bonn,  Despite  cigar,  German  importer  Adolph  Lange  grins  as  Louis 

looks  over  U.S.  poultry  shipment  with  German  importer.  Melgren,    California    processor,    plies    him    with  turkeys. 


U.  S.  Poultry  Meat  Finds 
Growing  Market  in  Germany 

By  HERBERT  W.  FORD 
Dairy  and  Poultry  Division 
Foreign  Agricultural  Service 


T7  early  this  spring  30  West  Ger- 
'  man  poultry  importers — plus  one 
Swiss  and  one  Austrian — left  Idlewild 
Field  in  New  York  for  Frankfurt, 
Germany.  They  had  just  spent  2  weeks 
in  the  United  States  studying  our 
ready-to-cook  poultry  industry.  In  that 
time,  they  had  attended  the  Institute 
of  American  Poultry  Industries  Fact 
Finding  Conference  in  Kansas  City, 
and  had  traveled  from  California 
through  the  Midwest  and  Virginia's 
Shenandoah  Valley  to  inspect  the  feed- 
ing, production,  and  processing  of 
U.S.  poultry.  They  had  also  watched 
a  poultry  auction  on  the  east  coast. 

What  impressed  these  visitors  the 
most  were  the  size  and  mechanization 
of  the  U.S.  poultry  industry  and  the 
uniformly  high  quality  of  U.S.  poultry. 
The  fact  that  nearly  all  poultry  sold 
in  our  retail  stores  today  is  ready-to- 
cook  and  that  American  consumers 
prefer  it  was  another  eye-opener.  Such 
an  achievement  will  take  another  10 


years  or  more  in  Europe,  they  claimed. 
In  the  meantime,  they  said,  German 
housewives  are  accepting  this  attrac- 
tively prepared  product  more  rapidly 
than  it  is  being  supplied,  and  for  this 
reason  the  demand  for  U.S.  ready-to- 
cook  poultry  should  continue  to  grow. 

The  German  importers  were  also 
impressed  by  the  government  veterin- 
ary inspection  of  poultry  processing 
plants.  On  the  promotion  side,  U.S. 
advertising  methods  brought  forth 
comment.  As  one  of  the  importers 
remarked,  "Your  promotion  methods 
explain  why  US.  poultry  consumption 
has  increased  in  a  few  years  from  16 
pounds  per  person  a  year  to  30 
pounds."  U.S.  supermarkets  were  ad- 
mired, but  most  of  the  group  felt  that 
in  Germany  poultry  would  continue  to 
be  sold  largely  in  small  retail  stores 
for  some  time. 

This  trip  of  the  German  poultry  im- 
porters to  the  United  States  was  not 
accidental  but  the  result  of  about  2 


years  of  cooperative  market  develop- 
ment work  by  the  Institute  of  Ameri- 
can Poultry  Industries  and  the  U.S. 
Department  of  Agriculture's  Foreign 
Agricultural  Service.  In  recent  years, 
West  Germany  has  been  the  world's 
largest  importer  of  poultry  meat.  Im- 
ports in  1953  totaled  17.6  million 
pounds.  By  1957  these  had  skyrocketed 
to  132  million  pounds.  But  until  1956 
U.S.  poultry  had  never  been  purchased 
by  German  importers.  (The  Nether- 
lands, Denmark,  and  the  Eastern  Eu- 
ropean countries  were — and  still  are — 
the  leading  suppliers). 

Realizing  the  importance  of  the 
German  market,  the  United  States  in 
1955  signed  a  Public  Law  480  agree- 
ment with  the  West  German  Gov- 
ernment for  the  sale  of  $1.2  million 
worth  of  U.S.  poultry.  At  about  the 
same  time,  the  Institute  of  American 
Poultry  Industries  established  its  In- 
ternational Trade  Development  Com- 
mittee to  carry  out  market  develop- 
ment activities  in  foreign  countries, 
including  Germany.  This  committee 
is  composed  of  the  following  poultry 
and  allied  organizations:  The  Poultry 
and  Egg  National  Board,  National 
{Continued  on  page  23) 
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Chinese  Agriculture 
Under  the  Communists 

By  HUGHES  H.  SPURLOCK 

Far  East  Analysis  Branch 
Foreign  Agricultural  Service 


/^ommunist  China  completed  its 
first  5-year  plan  at  the  end  of 
1957  and  immediately  initiated  a  sec- 
ond plan  for  the  1958-62  period. 
These  developments  in  China's  agri- 
cultural economy  are  of  interest  to 
U.S.  agriculture,  particularly  to  U.S. 
producers  of  such  farm  crops  as  soy- 
beans, rice,  and  tobacco  which  com- 
pete with  China's  in  world  markets. 
But  in  a  broader  sense,  Chinese  agri- 
culture has  special  meaning  because 
of  the  highly  important  dependency 
relationship  which  exists  between  agri- 
cultural production  and  the  Commu- 
nist regime's  drive  to  develop  a  strong 
industrial  and  military  complex. 

Industrial  expansion  in  China  is 
contingent  on  what  happens  in  agri- 
culture; and  this  reliance  on  agricul- 
ture is  traceable  to  the  fact  that  more 
than  three-fourths  of  the  Chinese  peo- 
ple live  on  the  land.  Also,  roughly  75 
percent  of  all  goods  exported  come 
from  agriculture,  and  more  than  50 
percent  of  the  raw  materials  used  in 
industry  are  supplied  by  the  agricul- 
tural segment. 

In  developing  both  its  industry  and 
its  agriculture.  Mainland  China  is  copy- 
ing the  image  set  up  by  the  Soviet 
Union,  with  only  slight  modification 
to  fit  Chinese  conditions.  Both  Russia 
and  China  give  primacy  to  heavy  in- 
dustry. Both  countries  put  strong  em- 
phasis on  science,  technology,  and  edu- 
cation. And  both  feature  the  totali- 
tarian, centralized  type  of  government. 
In  less  than  a  generation,  the  USSR 
has  become  one  of  the  world's  leading 
industrial  powers.  Can  China,  with  its 
resources  and  its  enormous  population, 
repeat  this  industrial  revolution,  thus 
adding  new  strength  to  the  Commu- 


nist Bloc's  power  in  its  determined  bid 
for  world  supremacy? 

The  answer  hangs  in  balance,  for 
it  depends  largely  on  current  efforts 
to  strengthen  China's  broad  but  weak 
agricultural  position.  By  following  the 
Soviet  Union's  lead  in  collectivizing 
agriculture,  China  is  adopting  a  sys- 
tem that  is  one  of  the  weakest  links 
of  the  Soviet  economy.  Furthermore, 
China  starts  with  an  agriculture  that 
is  even  more  depressed  than  Russia's 
and  has  more  than  three  times  as  many 
people  depending  on  it.  So  more 
questions  arise — can  China  succeed 
where  others  have  failed?  And  how  is 
the  Communist  system  working  out? 

Eight  years  of  Communist  rule  over 
Mainland  China  is  now  a  matter  of 
record.  Many  developments  have  been 
only  partly  revealed  to  the  Free  World, 
bur  enough  information  is  available  to 
show  how  the  Communists  went  about 
applying  their  theories  and  plans  to 
agriculture  and  to  afford  some  good 
clues  as  to  how  things  have  gone. 

Economic  Recovery 

During  the  firsr  3  years  of  Commu- 
nist rule — officially  referred  to  as  the 
recovery  period  and  lasting  from  1949 
through  1952 — the  authorities  concen- 
trated on  these  urgent  tasks:  Organiz- 
ing and  installing  a  new  national  gov- 
ernment; bringing  the  country  under 
complete  Communist  control;  destroy- 
ing the  social  and  economic  power  of 
landlords  and  rich  peasants  and  ele- 
vating the  poor  peasant  class  under 
full  Communist  leadership  and  con- 
trol; and  ending  inflation  and  recon- 
structing the  economy. 

In  this  recovery  period,  agricultural 
production  apparently  increased  at  a 


fairly  rapid  rate.  Official  releases  re- 
ported that,  on  an  overall  basis,  it  was 
back  to  prewar  levels  by  1952,  al- 
though some  enterprises  were  admit- 
tedly lagging  behind — and  still  are, 
for  that  matter.  Large  percentage  in- 
creases were  claimed,  but  they  are 
partly  the  result  of  comparing  produc- 
tion in  1952  with  that  in  1949  when 
the  Communists  took  over  control.  In 
1949,  farmers  were  disorganized  and 
production  had  been  disrupted  by  the 
war.  Recovery  was  to  be  expected 
once  order  was  reestablished,  inflation 
checked,  and  the  hard-working  peas- 
ants given  an  opportunity  to  rebuild. 
In  other  words,  the  peasants — not  the 
Communist  system — made  agricultural 
recovery  possible. 

In  the  task  of  rebuilding  other  parts 
of  the  economy  from  a  point  of  near 
economic  exhaustion,  the  regime  ben- 
efited also  from  the  normal  tendency 
for  a  nation  to  build  back  following 
a  war  period.  Nevertheless,  it  accom- 
plished in  varying  degree  the  tasks  it 
had  set  for  irself.  By  the  end  of  1952, 
land  reform  had  wiped  out  the  land- 
lord class  and  most  of  the  rich  peas- 
ants. Considerable  reconstruction  had 
reportedly  taken  place  in  industry  and 
agriculture.  The  1952  harvest  was 
bountiful  by  Chinese  standards.  Thus, 
the  base  had  been  laid  for  the  first 
5 -year  plan. 

The  Five-Year  Plan 

The  plan  began  in  1953  and  fea- 
tured an  integrated  overall  economic 
program,  with  specific  assignments. 
On  the  political  and  social  side,  the 
plan  aimed  at  bringing  every  segment 
of  the  Chinese  society  together  into 
a  socialized  country.  The  very  last 
vestige  of  free  enterprise  was  to  be 
destroyed  by  political,  economic,  and 
physical  pressures,  making  it  impos- 
sible for  an  individual  to  live  outside 
the  socialist  framework. 

On  the  economic  side,  the  goal  was 
to  develop  heavy  industry:  machines 
to  make  more  machines.  All  of  the 
nation's  resources  were  to  be  concen- 
trated on  this  objective.  And  other 
sectors,  including  agriculture,  were  re- 
quired to  follow  a  policy  of  more 
work  and  harsh  austerity,  so  as  to 
direct  all  possible  resources  to  indus- 
trial expansion. 

This  emphasis  on  industry  was  re- 
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fleeted  in  the  state  budget  of  the  first 
5-year  plan,  which  allocated  three-fifths 
of  total  investment  to  industrial  ex- 
pansion. Transportation  facilities  were 
second,  and  agriculture  a  weak  third, 
with  only  7.6  percent  of  investments. 

Yet  agriculture  was  counted  on  to 
provide  the  bulk  of  resources  and  rev- 
enue required  to  finance  development 
plans.  Improvements  relied  on  lavish 
use  of  human  labor  to  reclaim  small 
plots  of  land,  to  dig  wells  and  con- 
struct small  irrigation  projects,  to  in- 
crease the  supply  of  farm  manures, 
and  to  do  other  tasks.  Work  was  also 
to  be  done  on  improving  seeds,  con- 
trolling insects  and  diseases,  increas- 
ing multiple  cropping,  and  expanding 
fertilizer  plants.  But  the  emphasis  was 
always  on  substituting  labor  for  capi- 
tal, saving  the  latter  for  high  priority 
uses.  To  an  extent,  this  system,  though 
inefficient  and  unrewarding  to  the  in- 
dividual, was  productive.  By  using  a 
massive  labor  force  regimented  and 
led  by  the  party  cadres,  moderate  agri- 
cultural progress  was  made. 

Agricultural  Gains 

The  first  5 -year  plan  called  for  re- 
claiming 6.4  million  acres  of  virgin 
land  and  wasteland.  Between  1952 
and  1955,  the  total  cultivated  area 
reportedly  had  gone  up  5  million  acres 
and  by  the  end  of  1957  had  reached 
nearly  9  million.  Most  of  this  was 
brought  under  cultivation  by  small 
farmers  and  collectives,  some  by  state 
farms. 

With  regard  to  irrigation,  official 
sources  claimed  to  have  increased  the 
irrigated  area  substantially.  Most  of 
these  gains  represent  small-scale  proj- 
ects; however,  the  time  must  come 
when  heavy  capital  investments  will 
be  required  to  harness  major  rivers  if 
further  expansion  is  to  take  place. 

While  the  firs.,  plan  made  some 
progress  on  fertilizers,  insecticides,  and 
control  of  plant  and  animal  diseases, 
in  relation  to  need  only  the  surface 
was  scratched.  For  example,  by  1957 
fertilizer  production  was  reported  to 
have  reached  750,000  metric  tons; 
total  need  is  conservatively  put  at 
15  million  tons  per  year.  Indications 
are  that  more  money  will  be  allotted 
to  the  chemical  industry,  for  the  pres- 
ent goal  is  6  to  7  million  tons  by 
1962.    The  government   also  claims 


to  have  furthered  such  modern  tech- 
niques as  multiple  cropping,  close 
planting,  and  improved  seeds. 

Production 

Using  1952  as  a  base  year,  the  first 
5 -year  plan  called  for  a  23-7-percent 
increase  in  agricultural  production  by 
the  end  of  1957.  Recent  statements 
claim  to  have  reached  this  overall  tar- 
get, but  at  the  same  time,  it  is  admit- 
ted that  some  crops,  including  hemp, 
silkworm  cocoons,  and  rapeseed,  failed 
to  meet  goals,  and  that  cattle,  horses, 
and  some  other  livestock  also  lagged. 

Since  no  reliable  statistics  are  avail- 
able for  assessing  the  level  and  changes 
in  agricultural  production,  the  situa- 
tion, as  best  it  can  be  determined,  sug- 
gests that  production  increased  moder- 
ately— though  below  official  claims  and 
certainly  below  hopes  and  plans.  Not 
all  crops  increased.  Some  declined  as 
a  result  of  selective  policy  whereby 
the  state  encouraged  those  crops  suited 
to  the  needs  of  industry. 

In  general,  grains,  especially  high- 
yielding  grains,  and  the  industrial 
crops  were  encouraged  by  artificially 
established  favorable  price  ratios  and 
other  means.  This  diverted  resources 
away  from  such  enterprises  as  live- 
stock production  and  oilseeds,  which 
declined.  Alarmed  at  the  effects  of 
their  policy,  the  authorities  in  1957 
undertook  to  rejuvenate  them  by  vari- 
ous measures.  Pork  production  has 
reportedly  recovered  somewhat. 

The  real  crux  of  the  question  of 
course  is  not  whether  food  produc- 
tion can  be  slowly  and  laboriously 
expanded,  but  whether  it  can  outdis- 
tance demand  in  the  race  now  under 
way.  The  chief  contestant  in  this  race 
is  China's  fast-growing  population. 
The  1953  census  showed  a  population 
of  more  than  600  million  people,  in- 
creasing at  a  rate  of  2.2  percent  an- 
nually. This  means  13  million  addi- 
tional mouths  to  be  fed  each  year. 

Light  industry  is  also  competing 
for  agricultural  products,  with  a  de- 
mand for  more  technical  crops.  Also, 
farm  exports  need  boosting  in  order 
to  provide  the  foreign  exchange  needed 
for  industrial  expansion.  And  to  cap 
it  all,  any  increase  in  consumer  pur- 
chasing power  generates  new  domestic 
need  and  this,  with  short  supplies, 
creates  severe  inflationary  pressures. 


So,  if  measured  in  terms  of  demand, 
Chinese  agriculture,  in  spite  of  some 
production  increases,  failed  to  stand 
up  to  the  role  assigned  it  in  the  first 
5-year  plan.  This  became  increasingly 
evident  by  the  end  of  the  period,  when 
the  drive  to  develop  industry  by  siph- 
oning off  resources  from  agriculture 
had  drained  the  supply  source  to  a 
dangerously  low  level. 

Prospects 

By  concentrating  an  all-out  effort 
on  the  twin  Communist  goals  of  de- 
veloping heavy  industry  and  destroy- 
ing the  free-enterprise  system,  the 
Chinese  Government  appears  to  have 
reached  the  end  of  its  first  plan  pretty 
well  on  the  target  as  regards  indus- 
try. Socialization  has  been  virtually 
achieved  too;  around  96  percent  of 
all  peasant  households  had  been  forced 
to  join  collectives  by  1957. 

But  agriculture,  as  might  have  been 
expected  from  Russia's  experience, 
proved  to  be  the  weak  element.  Drops 
in  production  in  1956  forced  a  siz- 
able reduction  in  the  planned  rate  of 
industrial  expansion  in  1957,  and,  as 
a  result,  the  rate  of  industrial  growth 
slowed  to  only  a  fraction  of  the  1956 
rate.  Now  the  big  concern  of  Com- 
munist officials  is  whether  the  1957-58 
crop  year  will  bring  large  enough 
yields  to  replenish  the  economic  base 
and  permit  industrial  expansion. 

Aside  from  weather  conditions,  the 
prospects  for  increased  production  ap- 
pear to  hinge  on  several  factors.  First, 
how  successful  will  the  government 
be  with  its  new  program  of  scientific 
and  technological  improvements? 

Second,  can  the  peasants  be  counted 
on  to  carry  out  this  program?  The 
government  has  used  such  rough  and 
oppressive  measures  to  force  accept- 
ance of  its  ideology  that  the  peasants 
might  very  well  balk. 

And  lastly,  will  the  government 
divert  capital  into  those  industries  that 
supply  and  support  agriculture?  Such 
a  decision  would  cut  into  the  corner- 
stone of  the  government's  whole  eco- 
nomic policy  and  undoubtedly  would 
be  taken  with  great  reluctance.  Never- 
theless, the  Government  has  already  in- 
dicated that  some  shifts  may  be  neces- 
sary; otherwise  Communist  China  can- 
not hope  to  meet  its  steadily  rising 
requirements  for  food  and  fibers. 
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A  Visit  to  a  Cuban  Lard  Plant 


Photographs  by  Wallace  N.  Dudney 


Tank  cars  bring  U.S.  lard  to  Cuban  plant,  via  Florida-Hav-  James  Gehr,  assistant  U.S.  agricultural  attache  in  Havana, 

ana  car  ferry.   Cuba  is  United  States'  best  lard  customer.  watches  liquid  lard  being  pumped  from  tank  cars  into  vat. 


Plant  employees  prepare  to  bleach  lard  before  packaging.  Liquid   lard   passes  over  cylindrical   drum   to   solidify  it 

In  background  is  filter  which  removes  possible  impurities.  before  packing.  Bulk  of  lard  sold  to  Cuba  is  in  liquid  form. 


Packing  lard  in  100-lb.  tins  for  restaurants  and  hotels.    Is-  Cuban  housewife  in   Havana  supermarket  buys  U.S.  lard 

land  has  limited  oilseed  industry,  depends  mainly  on  lard.  in   1-lb.  carton.    U.S.  is  world's   largest  exporter  of  lard. 
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THE  FREE  NATIONS  OF  THE  FAR  EAST 


FAS-NEG.  1587 

dollar  Trends 
In  The  far  Bast 

By  WILLIAM  F.  DOERING 
International  Monetary  Branch 
Foreign  Agricultural  Service 

The  business  firm  considering  a  cales  promotion  campaign  looks  carefully 
at  the  sales  volume  and  purchasing  power  of  an  area,  both  present  and 
prospective.  In  weighing  the  export  outlook  for  farm  products,  the  problem 
is  much  the  same.  This  article,  the  third  in  a  regional  series,  highlights 
the  dollar  buying  situation  in  the  Far  East. 


CONSIDER  THI;  NON-COMM  UNIST 
countries  of  Southeast  Asia  and 
the  Far  East,  from  Japan  westward 
to  Burma.  Together  they  account  for 
roughly — 

M)  percent  of  world  population. 

5  percent  of  free  world  import 
trade. 

6  percent  of  known  gold  and  dollar 
reserves. 

17  percent  of  U.S.  farm  exports. 

Except  for  Japan.  theve  are  under- 
developed countries  whose  populations 
are  largely  rural,  whose  economies  are 
mostly  agricultural  and  extractive,  and 
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where  the  market,  outside  a  few  urban 
centers,  is  rudimentary.  Most  of  them 
are  new  nations  that  have  become 
fully  independent  only  since  World 
War  II.  They  represent  ancient  civili- 
zations, for  centuries  isolated  in  large 
part  from  the  currents  and  complexi- 
ties of  international  trade.  Today  their 
institutions  are  struggling  to  adjust  to 
the  stresses  that  accompany  political 
independence  and  participation  in 
world  markets. 

Assessment  of  the  financial  situa- 
tion and  the  trade  outlook  is  mean- 
ingful only  against  this  backdrop  of 


change — the  "growing  pains"  of  new- 
ly won  national  status,  the  striving  for 
economic  development,  and  the  desire 
to  telescope  a  century's  work  of  mate- 
rial progress  into  a  single  generation. 
As  dollar  markets,  the  newer  "emerg- 
ing" nations  are  of  importance  chiefly 
as  long-run  opportunities.  Throughout 
the  area,  the  potential  increase  in  food 
and  fiber  consumption  is  enormous 
and  is  limited  in  practice  only  by  the 
ability  to  pay. 

Country  Highlights 

Japan,  the  only  industrialized  coun- 
try in  the  Far  East,  is  the  American 
farmer's  second  largest  foreign  cus- 
tomer, exceeded  only  by  the  United 
Kingdom.  In  1955-56  and  1956-57, 
Japan  alone  accounted  for  the  major 
share  of  our  exports  to  the  Far  East. 

Japan  has  an  ambitious  economic 
development  program  which,  as  in 
many  other  countries,  has  generated 
import  demands  and  inflationary  pres- 
sures. At  times  these  tend  to  outstrip 
the  economic  resources  for  satisfying 
them.  Warning  signals — balance  of 
payments  deficits  and  loss  of  foreign 
exchange — began  to  appear  late  in 
1956,  and  by  mid-1957  the  situation 
had  become  acute. 

In  June,  with  dollar  reserves  having 
dropped  $275  million  in  5  months,  the 
Japanese  Government  put  into  effect 
a  broad  program  of  credit  restrictions 
and  related  measures  designed  to  re- 
strict demand,  particularly  for  im- 
ports. The  payments  gap  and  the  drain 
on  reserves  did  not,  of  course,  cease 
immediately.  Correcting  a  trade  im- 
balance is  like  braking  a  car  on  a 
slippery  street:  it  takes  time  to  come 
to  a  full  stop  without  wrecking  the 
vehicle  in  the  process.  By  fall,  the 
rate  of  loss  had  been  reduced  to  man- 
ageable proportions  and  the  outlook 
for  an  eventual  upturn  was  encourag- 
ing. 

Nevertheless,  during  1957  Japan  suf- 
fered gold  and  dollar  losses  of  $439 
million,  reflecting  an  overall  payments 
deficit  estimated  at  $533  million.  In 
1956,  by  contrast,  Japan  reported  a 
surplus  of  $293  million.  Although 
the  situation  has  shown  considerable 
improvement  and  the  drain  on  foreign 
exchange  has  been  arrested,  the  Japan- 
ese economy  is  still  making  adjust- 
ments to  the  enforced  slowdown.  The 
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limiting  effect  of  restrictions  can  be 
expected  to  continue  until  the  restor- 
ation of  foreign  exchange  reserves  ap- 
pears assured. 

Another  important  customer,  the 
Philippines,  is  also  grappling  with  ser- 
ious financial  difficulties.  The  sequence 
of  events  is  much  the  same  as  in 
Japan — accelerated  economic  develop- 
ment, rising  import  demand,  trade  and 
payments  deficits,  and  falling  reserves, 
followed  by  an  austerity  program.  The 
balance  of  payments  shifted  from  a 
$15-million  surplus  in  1956  to  a  S125- 
million  deficit  in  1957.  Gold  and  dol- 
lar assets  dropped  38  percent  (SI  14 
million )  during  the  year,  with  half 
of  this  loss  occurring  during  the  Oc- 
tober-December quarter. 

The  Philippine  Government's  con- 
trol program,  announced  last  Decem- 
ber, includes  sharp  reductions  in  ex- 
change allocations  for  imports,  stricter 
enforcement  of  trade  and  exchange 
regulations,  and  various  internal  anti- 
inflation  measures.  The  government's 
task  of  enforcing  compliance  and  re- 
sisting pressures  for  relaxation  will  not 
be  easy.  Some  relaxation  in  non-agri- 
cultural sectors  has  already  occurred. 

Indonesia's  grave  political  and  eco- 
nomic troubles  have  been  headline 
news  in  recent  months.  Basic  finan- 
cial problems  are  among  the  factors 
underlying  this  young  nation's  violent 
internal  struggles.  Inflation  has  been 
serious.  The  cost  of  living  at  the  end 
of  1957.  for  example,  was  about 
double  that  of  1954. 

One  major  issue  has  been  the  alloca- 
tion of  foreign  exchange  among  the 
various  provinces.  The  chief  exchange 
earners  are  the  less  populous  outer 
islands,  who  charge  the  central  govern- 
ment with  unduly  favoring  its  home 
province,  heavily  populated  Java,  in 
allocating  exchange  to  pay  for  imports. 
In  consequence,  an  increasing  share 
of  the  nation's  foreign  trade  has  been 
carried  on  outside  of  the  central  gov- 
ernment's control.  This  failure  to  cap- 
ture export  earnings  has  intensified 
the  pressure  on  government-held  ex- 
change reserves,  which  slid  precipit- 
ously in  the  first  half  of  1957. 

In  June,  the  government  countered 
with  a  currency  devaluation  and  other 
reforms.  The  immediate  response  was 
an  encouraging  brightening  in  the 
financial  and  trade  situation,  but  this 
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was  soon  to  be  overshadowed  by  polit- 
ical strife — the  seizure  of  the  Dutch 
properties,  the  various  nonviolent  "re- 
bellions," and  finally  the  outbreak  of 
civil  war. 

Malaya,  Indonesia's  nearest  neigh- 
bor, is  enjoying  stability  and  compara- 
tive prosperity.  Although  the  Federa- 
tion is  Asia's  youngest  sovereign  coun- 
try, the  transition  to  independence  has 
not  disrupted  its  comparatively  favor- 
able economic  situation.  Malaya  has  the 
highest  per  capita  income  in  the  Far 
East  and  is  one  of  the  sterling  area's 
chief  dollar  earners.1 

Thailand's  situation  is  likewise  fav- 
orable. Trade  and  payments  have  been 
in  balance,  and  exchange  reserves  have 
been  steady.  Although  permitted  to 
fluctuate,  the  baht  (Thailand's  unit 
of  currency7 )  has  maintained  its  value 
cn  the  money  market.  The  pace  of 
the  economic  development  program 
has  not  been  such  as  to  create  un- 
manageable inflationary  pressures. 

Burma,  another  sterling  area  coun- 
try, is  traditionally  a  large  agricultural 
exporter  and  normally  not  an  import- 
ant dollar  market.  Most  of  our  sales 
during  the  last  2  years  reflect  the  1956 
P.L.  480  agreement.  Burma  is  ex- 
periencing financial  difficulties,  due  in 
part  to  imports  under  the  development 
program.1 

The  remaining  five  free  countries  of 
the  Far  East — Korea,  Taiwan  (Na- 
tionalist China),  Vietnam,  Laos,  and 
Cambodia — have  many  characteris- 
tics in  common.  They  have  all  ex- 
perienced military  conflict  with  Com- 
munist forces  in  the  recent  past,  and 
they  are  still  in  a  situation  necessita- 
ting the  maintenance  of  large  and 
expensive  defense  forces.  In  addition, 
absorption  of  refugees  and  adjustment 
to  the  dislocations  caused  by  new 
boundaries  continue  to  be  major  con- 
cerns of  governments  and  major  burd- 
ens on  resources.  Under  such  circum- 
stances, it  is  not  surprising  that  these 
nations  are  heavily  dependent  on  ex- 
ternal assistance  ( primarily  from  the 
United  States)  for  the  financing  of 
most  of  their  imports.  Development 
of   ordinary   commercial   trade  must 


1  For  fuller  discussion,  see  Vining,  Dale  K.. 
"Money  Matters  in  the  Sterling  Area,"  For- 
eign Agriculture,  April   195  8. 

( Continued  on  page  20) 
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Germany's  '58 
Sets  Farm  Aid 

A  4" any  German  economists 
think  that  the  only  way  to  get 
real  income  parity  for  agriculture  in 
West  Germany  ( as  in  other  countries ) 
is  to  eliminate  farms  that  are  too  small 
or  otherwise  handicapped  and  to  con- 
solidate the  farmland  into  larger  and 
more  productive  units. 

That  this  process  is  well  under  way 
in  Germany  shows  in  the  third  Green 
Report^  placed  before  Parliament  by 
the  Minister  of  Agriculture  on  Feb- 
ruary 14,  1958. 

During  the  past  2  years  higher  earn- 
ings in  other  industries  stepped  up 
farm-to-city  migration,  especially  of 
farmers  with  small  holdings.  Much  of 
the  land  left  by  these  people  was 
purchased  or  leased  by  other  farmers. 
This  has  meant  that  farm  size  could 
be  increased  and  production  made 
more  profitable  by  mechanization. 
From  1955  to  1957  the  number  of 
small  farms  (less  than  25  acres  of 
agricultural  area)  declined  by  4  per- 
cent. Meanwhile  the  number  of  medi- 
um-sized and  large  farms  (25  acres  and 
more)  rose  by  2.5  percent.  The  total 
number  of  farms  decreased  from 
1,815,900  to  1,770,000.  During  1956- 
57,  farm  labor  migrated  to  other  indus- 
tries at  the  remarkable  rate  of  5*/2  per- 
cent. At  the  same  time,  wages  for  hired 
farm  labor  ( based  on  collective  wage 
agreements  and  including  payment  in 
kind)  rose  15  percent  over  1955-56. 
Thus  the  gap  between  farm  and  indus- 
try wages  somewhat  lessened. 

The  mechanization  of  farms  con- 
tinued. However,  after  the  high  capi- 
tal investments  of  the  2  preceding 
years,  the  1956-57  increase  in  spend- 
ing for  machinery  was  rather  low 
when  compared  with  1955-56. 

In  1956-57,  farmers  borrowed  less 

1  These  reports  are  mandatory  annual  ac- 
counts of  the  farm  situation.  See  also  "Ger- 
many's Second  Green  Plan,"  Foreign  Agricul- 
ture, May   1  957. 


Green  Report 
for  the  Year 

than  in  the  2  preceding  years.  This 
decline  was  due  more  to  a  shortage 
in  the  capital  market  than  to  a  lower 
demand  for  agricultural  credits.  Dur- 
ing 1957  farm  credit  facilities  were 
improved  through  government  meas- 
ures. In  addition,  tensions  in  the  gen- 
eral capital  market  slackened  some- 
what. The  total  indebtedness  of  West 
German  agriculture  on  June  30,  1957, 
amounted  to  about  $2.2  billion  or 
about  10  percent  of  the  total  value 
of  farm  assets. 

West  Germany's  gross  crop  produc- 
tion had  remained  at  almost  the  same 
level  from  1953-54  through  1955-56. 
In  1956-57,  however,  it  rose  3  points, 
to  114  (1935-38=100).  Farm  sales 
edged  up  from  $3-7  billion  to  $4.0  bil- 
lion; expenditures  rose  only  from  $2.9 
billion  to  $3.1  billion. 

Despite  this  improvement  in  the 
income  situation  of  West  German 
agriculture,  the  labor  income  of  most 
farming  groups  was  only  60  to  80 
percent  of  the  average  annual  gross 
wage  earned  by  "comparable"  indus- 
try groups. 

The  1958  Green  Report  presents 
an  optimistic  outlook  for  1957-58  ag- 
ricultural developments.  Production  is 
expected  to  expand  further  and  farm 
sales  to  increase  by  about  $300  million, 
whereas  expenditures  will  rise  only 
by  $200  million.  However,  the  Report 
concludes,  the  gap  in  labor  income  be- 
tween agriculture  and  "comparable" 
industry  groups  will  remain. 

The  Minister  also  submits  annually 
a  program  for  agricultural  assistance 
during  the  coming  fiscal  year.  This 
program,  called  the  Green  Plan,  is 
based  on  the  findings  of  the  Green 
Report.  The  1958  Green  Plan  pro- 
vides for  appropriations  totaling  $300 
million  from  the  Federal  budget,  plus 
an  additional  $44.9  million  of  sub- 
sidized credits.  For  fiscal  1957,  allo- 
cations were  $300  million;  for  fiscal 


1956,  $145.5  million.  These  latter 
figures  do  not,  however,  include  sup- 
plemental appropriations  of  $32.9  mil- 
lion for  1957  Green  Plan  commit- 
ments, or  the  continuation  of  certain 
tax  alleviations  begun  in  1956. 

In  its  comments  on  the  1958  Green 
Plan  the  Federal  Government  empha- 
sized that  the  greatest  obstacles  in  the 
attempt  to  place  German  agriculture 
on  a  sound  and  permanent  economic 
basis  were  land  fragmentation;  small- 
ness  of  farms;  and  location  of  farm 
buildings  in  overcrowded  villages. 

Therefore,  funds  provided  for  land 
consolidation,  increasing  the  size  of 
farms,  and  outsettlement  of  overcrowd- 
ed villages  were  increased  from  $39.0 
million  in  1957  to  $55.6  million  this 
year.  $39.7  million  will  be  allocated 
for  other  improvement  programs,  so 
that  a  total  of  $95.3  million,  about 
the  same  as  last  year,  is  available  for 
projects  to  make  agriculture  more  effi- 
cient and  thus  more  profitable.  How- 
ever, the  Plan  also  earmarked  for  var- 
ious improvement  measures  the  $44.9 
million  of  subsidized  credits  to  be  fi- 
nanced from  the  capital  market. 

Since  fertilizer  application  has  in- 
creased and  prices  have  been  raised, 
larger  supports  must  be  provided  to 
maintain  the  20-percent  subsidy.  The 
new  Green  Plan  includes  $74.7  million 
for  this  purpose,  compared  with  $61.5 
million  for  the  1957  fiscal  year. 

The  government  does  not  want  to 
create  an  oversupply  of  milk,  for  that 
would  probably  deprive  the  farmers 
of  the  benefits  gained  through  Fed- 
eral supports.  Therefore,  the  funds  for 
subsidizing  the  producers'  price  for 
milk  will  not  be  increased  this  year. 
Furthermore,  the  implementing  regu- 
lations will  demand  higher  standards 
of  quality. 

Because  the  supply  of  capital  has 
increased,  the  government  feels  that 
credits  previously  supplied  from  the 
Federal  budget  to  implement  the  Plan 
should  be  increasingly  replaced  by 
funds  from  the  capital  market.  This 
shift  means  the  appropriation  of  more 
funds  ($8.3  million)  to  lower  interest 
rates,  so  as  to  give  farm  borrowers 
credit  conditions  similar  to  those  es- 
tablished for  "budget  credits"  under 
the  previous  Plans.  If  necessary,  these 
credits  from  the  capital  market  will  be 
guaranteed  by  the  government. 
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By  Wolicce  N.  Dudney 

U.S.  heifer  in  Brazilian  quarantine 
destined    for    a    demonstration  herd 


Right.  Sra.  de  Quintanilla,  Mexico, 
with  Maryland  heifers  she  chose  and 
U.S.  expert  who  helped  select  them. 


U.  S.  Livestock  Join 
Latin  American  Herds 


All  over  Latin  America — at  research 
stations,  on  ranches,  and  at  agricultural 
colleges — U.S.  beef  and  dairy  breeding 
cattle  and  U.S.  hogs  are  helping  up- 
grade herds. 

Brazil  imports  U.S.  dairy  cattle  for 
the  demonstration  herds  maintained  at 
the  agricultural  research  stations  of 
Escritorio  Tecnico  de  Agricultura.  FAS 
cooperates  in  this  project  by  paying 
transportation  for  the  cattle. 

Mexico  in  1957  took  more  than 
7,500  of  the  12,000  dairy  cattle  the 
United  States  exported.  Examples  of 
this  year's  exports  are  the  1 5  Maryland 
heifers  purchased  in  March  by  Seriora 
Sara  C.  de  Quintanilla,  wife  of  Mexico's 
ambassador  to  the  Organization  of 
American  States.  J.  Homer  Remsberg. 
president  of  the  Purebred  Dairy  Cattle 
Association,  helped  select  them. 

Herds  of  Peru's  agricultural  college 
include   14   U.S.   hogs.   20   U.S.  cows. 


Colombia  has  bought  as  many  as 
3,000  head  of  purebred  US.  dairy 
cattle  a  year.  But  this  year  a  dollar 
shortage  has  nearly  cut  off  such  im- 
ports. So  Colombia  cattlemen  arranged 
a  novel  barter  deal:  US.  breeders  visit 
Colombia  as  tourists  and  pay  their 
way  with  purebred  breeding  stock.  In 
mid-March,  a  planeload  of  tourists 
took  off;  their  "fares,"  two  planeloads 
of  cattle,  were  auctioned  at  the  an- 
nual Medellin  livestock  fair  later  in 
the  month. 

Peru,  at  its  National  College  of 
Agriculture,  now  has  a  demonstration 
herd  based  on  20  U.S.  cows  and  14 
U.S.  hogs,  and  established  under  a  P.L. 
480  market  development  project.  The 
college  plans  to  save  female  offspring 
for  expanding  the  herd,  and  sell  the 
males,  which  bring  good  prices. 


Champion  of  International  Cattlemen's 
Sale  in  Florida  meets  Cuban  visitors. 


U.S.  heifer,  breeder  whose  fare  to  Co 
lombia  she  is,  and  Colombian  expert. 

By  Frederick  M.  Lege,  III 


y  Woilace  N.  Dudney 


Eringing  the  sheep  in  for  shearing,  Wales.  Fine  as  North 
Europe's   pastures  are,  they  are   insufficient  for  feeding. 


Northern  Europe 
As  a  Market 
For  Protein  Feeds 


Courtesy  British  Information  Services 


Northern  Europe  has  some  of 
the  finest  grazing  land  in  the 
world.  The  wide  valleys  and  plains 
of  England  and  France  provide  ex- 
cellent pastureland,  as  do  the  fertile 
polders  of  the  Netherlands,  the  rich 
lowlands  of  Belgium,  the  well-tended 
grasslands  of  Denmark,  and  the  hills, 
plateaus,  and  deep  valleys  of  Germany. 
But  these,  and  other  lands  devoted  to 
feed  crops,  extensive  as  they  are,  are 
not  ample  to  feed  North  Europe's  ex- 
panding livestock  population. 

Since  World  War  II  Europe's  popu- 
lation has  been  rising  and  so  has  its 
income.  And  with  more  people  buy- 
ing more  meat,  livestock  numbers  have 
increased.  To  feed  them,  grazing  fa- 
cilities have  been  expanded  to  near 
capacity,  and  output  of  feed  grains 
and  other  feed  crops  has  risen.  Further 
increases  are  possible  through  better 
grassland  management  and  more  in- 
tensive feed  production,  but  progress 
will  probably  be  slow. 

The  feeding  problem  is  apparent  in 
winter  when  most  livestock  is  stall- 
fed.  It  is  the  winter  feeds,  mainly, 
that  are  short  in  protein.  Livestock, 
like  humans,  need  protein  to  thrive. 
And  their  diets  must  supply  enough 
of  several  types  because  livestock  have 
a  very  limited  ability  to  convert  types 
they  have  in  excess  to  types  they  need. 

Supplemental  Feeds 

The  answer  lies  in  a  wider  use  of 
high-protein  feed  supplements.  These 


may  come  from  several  sources — 
mainly  animal  tankage,  fishmeal,  skim 
milk,  and  oilseed  cakes  and  meals. 

Supplies  of  animal  tankage  depend 
on  the  number  of  animals  slaughtered 
and  are  not  keeping  pace  with  demand. 
Supplies  of  fishmeal,  also,  are  becom- 
ing harder  to  get. 

Skim  milk — a  byproduct  of  the  but- 
ter industry — is  an  important  source 
of  protein  for  swine.  But  butter  pro- 
duction is  not  increasing  in  line  with 
hog  numbers  partly  because  of  compe- 
tition from  margarine. 

Oilseed  Products 

These  shortages  clearly  show  that 
more  oilseed  cakes  and  meals  will  be 
needed  to  supply  the  bulk  of  protein 
supplements.  The  major  oilseed  cakes 
and  meals  provide  varying  types  and 
amounts  of  protein. 

Soybean  meal  is  considered  one  of 
the  best  supplemental  feeds  for  all 
livestock.  Its  protein  content  ranges 
from  41  to  46  percent  and  may  run 
even  higher.  The  United  States  is  the 
most  important  exporter,  both  of  soy- 
beans for  crushing  and  soybean  oil 
cake  and  meal.  China  is  far  behind 
in  second  place. 

Peanut  oil  cake  and  meal  equals  or 
closely  approaches  the  soybean  prod- 
uct in  value  for  feeding  all  types  of 
livestock.  It  averages  about  43  per- 
cent high  quality  protein.  Nigeria 
and  French  West  Africa  arc  the 
world's  major  suppliers. 


Cottonseed  oil  cake  and  meal  are 
excellent  supplements  for  dairy  and 
beef  cattle,  sheep,  horses,  and  mules, 
but  are  not  as  suitable  as  soybean  by- 
products for  feeding  swine  and  poul- 
try. For  these  animals  cottonseed  prod- 
ucts should  be  fed  only  in  combination 
with  other  proteins.  They  average 
about  41  percent  protein.  The  United 
States  leads  the  export  field  in  cotton- 
seed oil  cake  and  meal.  The  Sudan, 
Turkey,  Uganda,  and  Argentina  ship 
appreciable  amounts.  The  Sudan  and 
Nigeria  also  export  seed  for  crushing. 

Linseed  meal  is  a  particularly  popu- 
lar feed  supplement  for  cattle,  sheep, 
horses,  and  mules  for  several  reasons. 
It  is  rich  in  protein  ( 30  to  34  per- 
cent), highly  palatable,  and  slightly 
laxative  in  nature.  And  because  it  is 
thought  to  produce  mellow  hides  and 
glossy  hair,  it  is  highly  esteemed  in 
fitting  stock  for  show  or  sale.  For 
swine  it  is  much  less  efficient  unless 
combined  with  other  supplements;  and 
it  has  definitely  proved  unsatisfactory 
for  poultry.  The  United  States,  the 
largest  supplier,  ships  about  equal 
amounts  of  flaxseed  for  crushing  and 
linseed  oil  cake  and  meal.  Canada  ex- 
ports more  flaxseed  than  the  United 
States,  but  very  little  cake  or  meal. 
Conversely,  Argentina  ships  nearly  as 
much  meal  as  the  United  States,  but 
does  not  export  seed. 

Copra  meal  (coconut  oil  meal)  is 
an  excellent  dairy  feed  and  an  ade- 
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Courtesy  Danish  Embassy 

Ample  feed  is  vital  to  Denmark,  where 
pigs  provide  a  major  source  of  income. 

quate  supplement  for  fattening  cattle 
and  lambs.  But,  as  with  some  other 
meals,  its  suitability  for  swine  and 
poultry  is  limited.  It  averages  about 
21  percent  good  quality  protein.  The 
Philippines  and  Indonesia  are  the  main 
sources  of  copra  meal. 

Market  Potential 

Europe  used  large  quantities  of  im- 
ported oilseed  cakes  and  meals  before 
World  War  II.  During  the  war  years 
consumption  dropped  to  almost  noth- 
ing because  the  countries  were  unable 
to  get  imports.  For  several  years  after 
the  end  of  the  war  use  was  still  lim- 
ited, but  since  1949-50  it  has  been 
trending  upward  by  more  than  6  per- 
cent a  year.  How  large  the  market  will 
become  and  how  fast  it  will  grow 
hinges  primarily  on  several  factors: 

•  First  is  how  much  more  meat 
and  other  livestock  products  the  peo- 
ple can  consume.  At  present,  popula- 
tion and  income  are  both  rising  and 
livestock  consumption  is  keeping  pace. 

•  Next  is  the  number  of  livestock 
to  be  fed.  More  livestock  naturally 
need  more  feed. 

•  Types  of  livestock  will  also  be 
important.  Livestock  numbers  in 
Northern  Europe  are  shifting  toward 
more  swine  and  poultry,  and,  since 
these  are  nongrazing  animals,  they 
will  need  more  supplemental  feeds. 

•  How  fast  grassland  output  can 
expand  is  a  vital  factor.  Most  protein 


By  Keith  Himebauc;h 

Bavarian  farmer  hauls  hay  from  field  to  this  barn  in  town.  All  over  Europe 
output  of  feed  crops  has  risen  to  take  care  of  the  expanding  livestock  population. 


in  livestock  rations  comes  from  graz- 
ing, and  grazing  facilities  are  not  ex- 
pected to  increase  in  line  with  live- 
stock numbers. 

Market  Handicaps 

Government  feed  price  policies  af- 
fect the  use  of  protein  supplements  in 
two  ways.  First,  the  relationship  be- 
tween protein  prices  and  those  of 
other  feeds  may  cause  the  farmer  to 
switch  from  one  to  another.  And 
second,  high  feed  prices  could  reduce 
livestock  numbers  and,  consequently, 
the  need  for  feed  supplements.  Feed 
policies  of  the  various  governments 
are  complex,  but  the  desire  to  save 
foreign  exchange  by  maximizing  local 
feed  production  and  minimizing  im- 
ports has  been  a  key  point  in  feed 
pricing  since  World  War  II.  In  some 
areas  government  price  policies  still 
seem  to  be  directed  toward  increasing 
protection. 

Future  developments  in  Europe's 
mixed  feed  industry  will  also  have  a 
definite  effect  on  the  market.  Except 
in  Britain  and  France,  manufacturers 
are  not  showing  much  interest  in  put- 
ting out  more  swine  and  poultry  feeds. 
This  attitude,  though,  is  beginning  to 
change. 

Further,  Europe's  oilseed  crushing 
industry — operating  substantially  be- 
low prewar — is  expanding  again.  It 
wants  to  up  levels  of  crush,  but  suc- 
cess will  depend  on  finding  outlets 


for  all  its  products.  This  will  mean 
the  promotion  of  home-produced  oil- 
seed cakes  and  meals — favoring  soy- 
bean products.  Thus,  imports  of  oil- 
seed cakes  and  meals  would  be  re- 
placed, at  least  partly,  by  domestic 
products,  mostly  from  imported  oil- 
seeds. 

Poultry  and  Pork 

The  area  of  most  rapid  expansion 
will  probably  be  in  a  wider  use  of 
protein  supplements  for  feeding  poul- 
try. But  there  are  several  problems 
involved  in  larger  poultry  output:  ( 1 ) 
Consumer  eating  habits  in  Northern 
Europe  are  relatively  slow  to  change: 

( 2 )  poultry  feeding  and  breeding 
technology  are  not  far  advanced;  and 

( 3 )  the  marketing  systems  in  some 
areas  are  not  organized  or  equipped 
to  merchandise  poultry  meat  on  a  large 
scale. 

Finally,  an  oversupply  of  pork  in 
Northern  Europe  has  driven  pork 
prices  down  and  may  tend  to  reduce 
swine  numbers,  particularly  in  Den- 
mark and  the  Netherlands,  where  pork 
exports  are  an  important  part  of  the 
livestock  picture.  The  situation  is 
probably  temporary,  but,  should  Dan- 
ish and  Dutch  pork  exports  fall  off 
permanently,  the  market  for  protein 
supplements  in  these  countries  would 
decline.  This  decline  might  be  offset, 
however,  by  increased  demand  in  the 
pork-importing  countries. 
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Free  Trade  Area  for  Europe 
-How  It  Is  Developing 


Two  moves  have  been  made  re- 
cently toward  economic  and  political 
integration  in  Western  Europe.  One 
is  the  creation  of  a  Common  Market; 
the  treaty  establishing  it  went  into 
force  on  January  1,  1958.  The  other 
is  the  current  proposal  for  a  European 
Free  Trade  Area,  to  be  associated  with 
the  Common  Market. 

The  Common  Market  area  is  made 
up  of  six  countries — West  Germany, 
France,  Italy,  the  Netherlands,  Bel- 
gium, and  Luxembourg.  The  Free 
Trade  Area,  as  now  envisaged,  would 
include  the  remaining  11  countries1 
of  the  Organization  for  European  Eco- 
nomic Cooperation  (OEEC). 

One  of  the  important  provisions  of 
the  Common  Market  Treaty  is  the 
eventual  establishment  of  a  customs 
union.  Under  this  provision  the  mem- 
ber states  undertake  to  eliminate  all 
tariffs  and  quantitative  restrictions  on 
trade  among  themselves,  and  to  adopt 
a  common  tariff  regime  and  a  unified 
commercial  policy  in  regard  to  non- 
member  states.  In  addition,  however, 
the  Treaty  goes  beyond  a  simple  cus- 
toms union  and  provides  for  a  far- 
reaching  merger  of  the  economic  and 
political  interests  of  the  countries  in- 
volved. 

In  contrast  to  the  Common  Market, 
current  proposals  for  a  Free  Trade 
Area  are  much  narrower  in  scope.  For 
one  thing,  each  member  country  of  the 
Free  Trade  Area  would  retain  its  free- 
dom of  action  in  determining  tariffs 
to  be  applied  on  imports  from  non- 
members.  The  absence  of  a  common 
external  tariff  regime  constitutes  the 
technical  difference  between  a  free 
trade  area  and  a  customs  union.  More- 
over, it  is  expected  that  eventual 
arrangements  for  the  coordination  of 
other  economic  and  of  social  policy  in 
a  free  trade  area  would  also  be  limited 
as  compared  with  those  now  provided 
for  in  the  Common  Market. 

Since  1948,  progress  in  European 


1  Ireland,  Iceland,  United  Kingdom,  Aus- 
tria, Denmark,  Greece,  Norway,  Portugal, 
Sweden,  Switzerland,  and  Turkey. 


economic  cooperation  and  integration 
has  been  made  chiefly  through  the 
OEEC  and  its  associated  agencies.  The 
latest  of  these  agencies  formally  to 
evolve  is  the  European  Economic  Com- 
munity— the  Common  Market. 

As  a  tie-in  with  the  Common  Mar- 
ket the  Secretary  General  of  the  OEEC 
in  July  1956  suggested  the  possibility 
of  establishing  a  "multilateral  system 
of  relationships"  between  the  Com- 
mon Market  countries  and  any  other 
interested  OEEC  countries.  The  sug- 
gestion was  welcomed  and  discussions 
were  soon  started  to  consider  pro- 
posals which  might  accomplish  the 
objective. 

In  the  beginning,  a  special  work- 
ing party  was  established  to  study  pos- 
sible forms  and  methods  of  association. 
In  particular,  the  working  party  was 
asked  to  study  the  possibility  of  cre- 
ating a  Free  Trade  Area  which  would 
include  the  Common  Market  and  the 
other  OEEC  countries.  It  was  en- 
visaged that  such  an  arrangement 
would  remove  tariffs  and  other  bar- 
riers to  trade  among  the  countries 
involved,  but  would  permit  those 
countries  to  retain  their  individual 
tariff  regimes  against  outside  coun- 
tries. The  principal  conclusion  of  the 
working  party  report  was  that  it  was 
technically  possible  to  operate  a  Free 
Trade  Area  in  Europe,  built  around 
the  Common  Market. 

Subsequently,  the  OEEC  Council  ac- 
cepted the  foregoing  report  and  con- 
clusion as  a  basis  for  further  action. 
Additional  working  parties  were  cre- 
ated "to  determine  ways  and  means 
on  the  basis  of  which  there  could  be 
brought  into  being  a  European  Free 
Trade  Area  which  would,  on  a  multi- 
lateral basis,  associate  the  European 
Common  Market  with  other  member 
countries."  Three  areas  of  investiga- 
tion were  established:  One  dealing 
with  general  technical  problems;  the 
other  two  with  the  specific  problems 
of  agriculture  and  of  the  association 
of  the  less  developed  OEEC  countries 
with  the  projected  Free  Trade  Areas. 
(Continued  on  page  22) 


Canada  Enacts  New 
Farm  Price  Measure 

Canada's  new  Agricultural  Prices 
Stabilization  Act,  which  went  into 
effect  March  3  of  this  year,  provides 
a  new  system  for  setting  up  guaranteed 
yearly  prices  for  farm  products,  and 
fixes  mandatory  minimum  levels  for 
nine  commodities:  cattle,  hogs,  sheep, 
butter,  cheese,  and  eggs,  as  well  as 
wheat,  oats,  and  barley  not  produced 
in  Western  Canada.  Other  products 
may  be  brought  into  the  program  by 
order  of  the  Governor  in  Council. 

Under  the  Act  of  1944,  which  the 
new  Act  supersedes,  prices  were  also 
supported,  by  various  types  of  action 
including  government  purchase  of  sev- 
eral commodities.  But  there  was  maxi- 
mum flexibility.  The  Act  did  not  pre- 
scribe support  levels;  nor  did  it  make 
support  mandatory  for  any  products. 

Under  the  new  Act,  the  guaranteed 
yearly  prices  for  all  commodities  un- 
der support  are  set  by  the  Agricultural 
Stabilization  Board.  This  will  normally 
be  done  during  the  first  3  months  of 
each  year,  to  be  effective  during  the 
12  months  that  follow. 

In  arriving  at  support  levels,  the 
Board  takes  account  of  production 
costs  and  the  demand  situation.  It 
also  has  the  counsel  of  an  Advisory 
Committee  consisting  of  farmers  and 
representatives  of  farm  organizations. 
The  Act  provides  that  prices  of  the 
nine  commodities  shall  be  supported 
at  not  less  than  80  percent  of  their 
average  prices  during  the  10  previous 
years.  The  price  of  any  commodity 
can,  however,  be  set  at  more  than  80 
percent  of  the  10-year  average,  if  the 
Governor  in  Council  so  orders.  Under 
the  old  Act,  price  support  operations 
have  tended  to  raise  the  prices  of 
several  products  to  about  the  mini- 
mum level  provided  in  the  new  Act. 

The  Act  of  1958  lists  three  types 
of  price  support  action: 

•  Outright  purchase  by  the  gov- 
ernment. 

•  Deficiency  payments  to  produc- 
ers, equal  to  the  difference  between 
the  prescribed  support  price  and  the 
average  price  the  commodity  brings 
in  representative  markets. 

•  Fixed  payments  to  producers, 
when  preferable  to  the  other  methods. 
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U.  S.  Agricultural  Exports 
Set  Another  Record  in  1957 


/Calendar  year  1957,  like  1956, 

'  was  a  record  breaker  for  U.S. 
agricultural  exports;  1957  shipments 
of  S4.508  million  were  8  percent 
higher  than  1956's  $4,169  million. 

Other  record  years,  calendar  basis, 
were  1951,  with  S4,040  million,  and 
1919,  with  §4,093  million.  The  high- 
est 12 -month  export  total  ever  reached 
was  S4,724  million  for  the  fiscal  year 
ending  June  30,  1957. 

In  the  first  half  of  calendar  year 
1957,  exports  were  on  the  way  to  set- 
ting a  record  for  any  kind  of  year — 
fiscal  or  calendar.  They  totaled  S2,410 
million.  In  the  second  half,  however, 
they  dropped  back  to  S2,098  million. 
Leading  the  drop  were  cotton,  wheat 
and  rice,  and  edible  vegetable  oils 
(shipments  of  which  had  been  heavy 
in  the  preceding  6  months). 

Cotton.  The  increase  in  cotton  ex- 


ports was  about  equal  to  the  year's 
gain  for  all  farm  exports.  Cotton  ex- 
port value  rose  from  S718  million  in 
1956  to  $1,048  million  in  1957.  This 
reflected  the  building  up  of  relatively 
low  foreign  stocks  as  the  result  of 
CCC  sales  at  competitive  world  prices. 

Grains.  Exports  of  grains  and 
feeds  increased  from  $1,444  million 
in  1956  to  S  1,489  million  in  1957. 
Three-fourths  of  this  gain  came  from 
private  welfare  shipments  of  wheat 
flour.  Exports  of  wheat  and  wheat 
flour  rose  from  $809  million  to  S883 
million.  Exports  of  feed  grains  as 
a  group  continued  high:  $350  million 
in  1957  compared  with  S360  million 
in  1956. 

Larger  wheat  exports  in  the  first 
half  of  1957  reflected  increased  for- 
eign demand  arising  from  the  smaller 
and  largely  nonmillable  1956  wheat 


crop  in  Europe,  better  buying  ability 
generally  abroad,  and  U.S.  Govern- 
ment export  programs.  By  the  second 
half  of  1957,  however,  Europe  had 
produced  a  record  wheat  crop.  At  the 
same  time,  smaller  availabilities  of 
feed  wheat  abroad  strengthened  de- 
mand for  U.S.  corn.  The  drop  in  rice 
exports  in  1957  was  from  a  relatively 
high  level  in  1956. 

Tobacco.  Exports  of  unmanufac- 
tured tobacco  increased  by  7  percent 
in  value — from  S334  million  in  cal- 
endar year  1956  to  $359  million  in 
1957.  However,  due  to  the  larger 
proportion  of  higher-priced  leaf  mov- 
ing out,  volume  declined  from  510 
million  to  501  million  pounds. 

Vegetable  Oils  and  Oilseeds. 
Exports  of  expressed  vegetable  oils 
and  oilseeds  increased  from  S448  mil- 
lion in  1956  to  $451  million  in  1957. 
Higher  export  values  arising  from 
larger  shipments  of  soybeans  were 
nearly  offset  by  the  reduced  volume 
of  cottonseed  oil  and  soybean  oil  ship- 
ped out  and  by  lower  prices  for  flax- 
seed. The  reduction  in  exports  of  edi- 
ble vegetable  oils  was  attributed  to 
smaller  exports  under  P.L.  480,  a 
slightly  larger  olive  oil  outturn  in  the 
Mediterranean,  and  a  large  increase 
in  peanut  production  in  western  Africa. 


VALUE  OF  U.  S.  AGRICULTURAL  EXPORTS 

By  Commodity  Groups 

$  BIL. 


U.  S.  EXPORTS  OF  SELECTED  AGRICULTURAL 


Commodity 


Unit 


Bole 

Cotton  (excluding  linters)     (480  lb.) 
Wheat  and  wheat  flour2..  Bushel 
Rice,  milled,  excluding 

Poddy2    Cwt. 

Feed  grains2  3    S.  ton 

Tobacco,  unmanufactured  Pound 

Edible  veg.  oils2  *   do... 

Soybeans    Bushel 

Tallow,  edible  and 

inedible    Pound 

Lard   do.... 

Meat,  product  weight  do  ... 

Nonfat  dry  milk2   do.... 

Evaporated  milk   do  ... 

Fresh  oranges   do.... 

Canned  fruits   do.... 

Fruit  juices    Gallon 

Fresh  vegetables    Pound 

Canned  vegetables   do.... 


Calendar 
1956 


Mil. 

4.7 
472 

20 
7.3 
510 
1,295 
69 

1,396 

613 

321 

599 

170 

898 

319 
34 
1,131 

208 


COMMODITIES 

Change  in 
1957  from 
1956 


year 
19571 


Mil. 

7.2 
493 

17 
7.3 
501 
1,099 
88 

1,289 
502 
324 
645 
164 
719 
316 
38 

1,064 
239 


1956  1957 

CALENDAR  YEAR 


FAS- NEC.  ]J 


1  December  private  welfare  shipments  estimated. 
-  Includes  private  welfare  shipments. 
■  Corn,  oat<,  barley,  and  grain  sorghums  (grain  only). 
4  Cottonseed  oil  and  soybean  oil. 


Percent 
+  53 
+  4 

— 15 
0 

—  2 
— 15 
+  28 

—  8 
— 18 
+  1 
+  8 

—  4 
— 20 

—  1 
+  12 

—  6 
+  15 
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Fruits  and  Vegetables.  Exports 
of  fruits  and  vegetables  declined  from 
$374  million  in  1956  to  $364  million 
in  1957.  The  drop  in  orange  exports 
was  from  the  abnormally  high  level  in 
1956  due  to  the  freeze  in  Spain. 

Livestock  Products.  Exports  of 
livestock  products,  including  dairy  and 
poultry  products,  declined  from  $716 
million  in  1956  to  $671  million  in 
1957.  The  largest  change  was  the 
$52-million  drop  in  private  welfare 
shipments  of  butter  and  butter  oil. 
Major  increases  were  in  pork  and 
hides  and  skins.  Reduced  U.S.  hog 
slaughter  and  larger  domestic  consump- 
tion lowered  lard  exports. 


Dollar  Trends 

(Continued  from  page  13) 

await  development  of  the  means  of 
payment.  Such  means  at  present  exist 
only  on  an  extremely  limited  scale. 

Export  Outlook 

U.S.  agricultural  exports  to  the  Far 
East  ( not  counting  Hong  Kong  and 
other  dependencies)  during  July  1956 
-June  1957  amounted  to  approxi- 
mately $816.6  million,  financed  as 
follows: 


Million 

Percent 

dollars 

of  total 

Paid  with  dollars   

33  1.9 

41 

Dollar  credits   

61.9 

8 

Barter   

48.7 

6 

P.L.   480  sales   

175.0 

21 

U.S.  aid   

199.1 

24 

816.6 

100 

The  worsened  dollar  situation,  plus 
known  shifts  in  U.S.  financing,  indi- 
cates that  (a)  total  1957-58  exports 
will  be  less  than  in  the  preceding 
year,  but  ( b )  much  of  the  expected 
decrease  in  straight  dollar  sales  will 
be  offset  by  increased  dollar  credits 
and  the  new  P.L.  480  program  with 
the  Philippines. 

Country  by  country,  the  effect  of 
the  Far  East's  dollar  situation  on  our 
export  outlook  appears  to  be  this: 

(  1  )  Japan:  Export-Import  Bank 
short-term  commodity  loans  have  been 
increased  this  fiscal  year  from  $60 
million  to  $175  million.  This  should 
take  up  most,  and  perhaps  all,  of  the 
slack  in  purchases  occasioned  by  the 
dollar  exchange  shortage  and  the  taper- 
ing off  of  shipments  under  the  P.L. 


480  programs  negotiated  several  years 
earlier.  Exports  to  Japan  were  heavy 
in  the  first  part  of  1957-58,  and  totals 
through  December  were  still  well 
ahead  of  the  preceding  year.  The  effect 
of  exchange  restrictions,  however,  has 
been  strongly  felt  in  recent  months, 
and  this  situation  is  expected  to  change 
materially  in  the  near  future. 

(2)  Philippines:  As  of  the  end  of 
December  1957,  imports  of  American 
farm  products  were  running  about  one- 
third  ahead  of  the  year  before.  In 
view  of  the  substantial  decrease  in 
foreign  exchange  holdings,  it  seems 
plain  that  the  nation  will  have  to 
cut  back  sharply  on  purchases  with 
its  own  dollars  during  the  second  half 
of  fiscal  1957-58.  The  full  effects  of 
the  austerity  program  on  trade  may 
not  be  felt  until  this  summer.  The 
Philippines'  first  P.L.  480  sales  agree- 
ment, signed  last  June  for  $10.3  mil- 
lion, will  help  bring  total  1957-58 
shipments  of  U.S.  agricultural  com- 
modities near,  or  even  beyond,  last 
year's  level.  But  unless  substantial 
additional  U.S.  financing  brightens  the 
picture,  the  outlook  for  the  coming 
marketing  season  must  be  for  consid- 
erably smaller  sales. 

(3)  Indonesia:  Imports  will  be 
much  lower  in  1957-58.  Dollar  ex- 
change is  down  and  shipments  under 
the  P.L.  480  agreement  signed  in 
1956  have  been  virtually  completed. 
The  unsettled  political  situation  pre- 
cludes any  forecast  as  to  the  resump- 
tion of  normal  trade. 

(4)  Malaya  and  Thailand:  These 
countries  will  remain  small  but  at- 
tractive dollar  markets. 

(5)  Burma:  Except  for  P.L.  480 
sales,  Burma  is  unlikely  to  be  an  im- 
portant buyer  of  U.S.  farm  products. 

(6)  The  five  other  countries  will 
not  in  the  near  future  become  com- 
mercially important  as  dollar  markets. 

From  the  exporter's  standpoint, 
Japan  and  the  Philippines,  which  to- 
gether accounted  for  over  90  percent 
of  our  straight  dollar  sales  in  1957-58, 
are  the  countries  which  bear  closest 
watching.  As  the  belt-tightening  proc- 
ess gradually  restores  strength  to  the 
balance  of  payments  and  as  reserves 
turn  upward,  relaxation  of  restrictions 
should  be  possible;  witli  it  should 
come  new  and  renewed  opportunities 
for  competition  in  the  market  place. 


Two  Ways  of  Measuring 
U.  S.  Farm  Markets 

— with  Europe  as  an  example 

In  1956-57,  U.S.  exports  of  farm 
products  to  Europe  west  of  the  Iron 
Curtain  added  up  to  $2,390  million — 
over  half  the  value  of  all  farm  exports 
from  the  United  States.  Measured  by 
total  dollars'  worth  shipped,  the  United 
Kingdom  was  the  top  European  mar- 
ket, with  $498  million;  Germany  sec- 
ond, with  $447  million.  The  Nether- 
lands ranked  third,  with  $259  million 
( partly  owing  to  transit  trade  that 
moved  on);  Italy  fourth,  with  $232 
million;  and  Belgium-Luxembourg 
fifth,  with  $170  million. 

But  measured  by  dollars'  worth  ship- 
ped per  person  in  each  country,  the 
ranking  becomes  entirely  different. 
Thus  in  1956-57  the  Netherlands,  with 
almost  $24  worth  of  U.S.  farm  prod- 
ucts for  each  of  its  people,  stood  at 
the  top  of  the  list  not  only  for  Europe 
but  for  the  world.  ( For  comparison, 
it  may  be  noted  that  Canada  ranked  a 
close  second  on  the  world  basis,  with 
over  $23  per  person. )  Belgium-Lux- 
embourg was  next  in  Europe,  with  al- 
most $19  per  person.  (For  comparison 
with  Latin  America,  see  Cuba  with  al- 
most $21.)  Switzerland  ranked  third 
in  Europe,  with  nearly  $14. 

The  United  Kingdom — first  in  total 
takings — had  only  $10  per  person, 
closely  followed  by  Denmark  (be- 
tween $9  and  $10),  Norway  ($9), 
and  West  Germany  ($8.50).  France 
— with  little  over  $3  per  person — 
stood  at  the  end  of  the  list. 


Arab  Unions 

{Continued  from  page  3) 

Will  this  result  in  more  competitive 
surpluses  in  world  markets,  or  will  it 
be  translated  into  higher  levels  of 
domestic  consumption?  The  answer 
will  depend  largely  upon  national  eco- 
nomic policy.  Supported  by  substantial 
oil  resources  for  many  years  to  come, 
the  new  Arab  Union  can  well  afford 
to  diversify  its  agriculture,  balance  its 
development  on  all  fronts,  and  assure 
all  its  people  of  rising  levels  of  living. 
It  could  then  develop  its  farm  exports 
to  meet  real  demands  in  world  markets. 
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Foreign  Competition 


AT  NO  TIME  in  the  history  of  the 
-  U.S.  tobacco  trade  has  U.S.  leaf 
faced  as  stiff  competition  in  world 
markets  as  it  does  today.  U.S.  tobaccos, 
particularly  flue-cured  and  Burley,  are 
confronted  with  increasing  domestic 
production  in  countries  that  are  mar- 
kets for  our  tobaccos  and  with  rising 
foreign  exports  of  flue-cured.  Dark 
tobaccos  are  meeting  a  double  threat 
from  declining  world  demand  and 
maintenance  of  exports  by  foreign 
countries  of  lower-priced,  lower-quality 
dark  tobaccos.  At  the  same  time,  ris- 
ing exports  of  oriental  tobaccos  from 
the  Black  Sea-Mediterranean  area  are 
magnifying  a  situation  that  in  recent 
years  has  become  highly  competitive. 

This  competition  from  the  oriental, 
or  aromatic,  tobaccos  has  not  received 
the  attention  it  warrants.  The  straight 
oriental-type  cigarette  is  still  the  lead- 
ing type  in  the  Soviet  Bloc  countries. 
While  the  demand  for  this  type  has 
declined  in  Western  Europe  since 
World  War  II,  the  percentage  of  ori- 
ental tobacco  in  blended  cigarettes  in 
a  number  of  the  Western  European 
countries  is  rising.  Also,  imports  of 
oriental  leaf  into  the  United  States 
are  increasing.  So,  with  the  exception 
of  foreign-grown  flue-cured,  these  to- 
baccos are  the  strongest  competitors  of 
U.S.  tobacco  in  world  markets. 

Today  oriental  leaf  accounts  for 
over  one-fourth  of  world  exports  and 
about  one-eighth  of  world  leaf  pro- 
duction. The  main  producers  are  Tur- 
key, Greece,  the  USSR,  Bulgaria,  and 
Yugoslavia,  and,  except  for  the  Soviet 
Union,  these  countries  are  also  the 
main  exporters.  All  of  them  have  in- 
creased their  shipments  sharply  in  re- 
cent years  and  are  planning  further 
expansion.  After  the  war,  imports  of 
oriental  tobacco  were  low  and  did  not 
regain  prewar  levels  until  1950.  Since 
then  they  have  risen  some  35  percent. 
The  United  States  and  the  European 


countries  are  the  largest  importers  of 
these  aromatic  tobaccos.  The  biggest 
gains  recently  have  been  in  the  United 
States,  Western  Germany,  France,  Aus- 
tria, Italy,  Eastern  Germany,  Poland. 
Czechoslovakia,  and  the  Soviet  Union. 
And  in  such  countries  as  France,  the 
Netherlands,  Italy,  Finland,  and  Switz- 
erland, the  ratio  of  oriental  tobacco 
imports  to  total  tobacco  imports  is 
now  higher  than  it  was  before  the  war. 

The  Scandinavian  countries.  Austria, 
Belgium,  and  West  Germany  have  not 
caught  up  proportionately  yet  with 
their  prewar  buying  of  oriental  to- 
baccos; however,  shipments  to  Belgium 
and  Western  Germany  are  mounting 
rapidly.  For  example.  West  German 
imports  of  oriental  have  more  than 
doubled  since  1950,  whereas  other 
tobacco  imports  have  risen  by  only 
one-fourth.  With  Western  Germany 
the  second  largest  importer  of  U.S. 
leaf,  this  trend  is  significant. 

Increased  cigarette  smoking  in  Eu- 
rope is  partly 


in  oriental  tobaccos.  But  the  larger 
percentages  of  oriental  used  by  some  of 
the  European  countries  in  their  cig- 
arettes are  not  primarily  the  result  of 
consumer  demand.  Given  a  choice  of 
various  brands  of  cigarettes  at  the 
same  price,  most  customers  would  pre- 
fer those  blending  greater  amounts 
of  flue-cured  and  Burley. 

Price  is  often  the  deciding  factor. 
In  several  Western  European  coun- 
tries, such  as  West  Germany  and 
France,  the  prices  recently  paid  for 
oriental  tobaccos  have  been  below 
those  of  the  flue-cured  purchased.  Also, 
France,  Italy,  Australia,  and  Egypt  paid 
more  for  U.S.  Burley  in  1956-57  than 
they  did  for  oriental.  This  contributed 
to  the  decline  in  U.S.  Burley  exports 
in  1957,  but  with  the  heavier  grades 
of  Burley  now  bringing  lower  prices 


RATIO  OF  ORIENTAL  TOBACCO  TO 
TOTAL  TOBACCO  IMPORTS 


Country 

1935- 
39 

1945- 
49 

1950- 
54 

1955 

1956 

Per- 

Per- 

Per- 

Per- 

Per- 

cent 

cent 

cent 

cent 

cent 

West  Germany 

55 

16 

29 

45 

39 

France   

14 

15 

33 

26 

37 

Finland   

57 

61 

60 

50 

61 

Netherlands  .... 

10 

10 

8 

19 

13 

Italy   

81 

42 

84 

75 

89 

Switzerland  .... 

16 

13 

21 

25 

21 

Austria   

73 

54 

52 

52 

45 

Belgium   

11 

6 

8 

6 

10 

Sweden   

25 

10 

18 

9 

16 

Norway   

17 

10 

10 

10 

7 

Denmark   

9 

6 

4 

2 

2 

Portugal   

5 

(!) 

12 

14 

15 

responsible  for  the  rise  1  Less  than  one-half  percent. 


WHAT 

COUNTRIES 

BUY  ORIENTAL  TOBACCOS 

Area 

|  1935-39 

1945-49 

1950-54 

1955 

1956 

Mil. 

Mil. 

Mil. 

Mil. 

Mil. 

pounds 

pounds 

pounds 

pounds 

pounds 

United  States   

l  45.0 

60.0 

78.0 

85.0 

89.0 

Western  Europe: 

West  Germany 

115.1 

3.6 

33.9 

67.0 

60.9 

France   

8.2 

9.6 

22.8 

22.3 

28.5 

Austria   

9.9 

4.4 

10.3 

10.7 

14.0 

Italy   

4.7 

11.8 

7.0 

17.7 

14.0 

Netherlands   

6.9 

4.5 

5.4 

12.1 

9.2 

Finland   

4.4 

4.1 

6.2 

5.6 

7.2 

Switzerland   

2.5 

2.6 

5.1 

6.7 

5.7 

Belgium   

4.3 

2.1 

4.0 

2.8 

4.9 

Sweden   

3.6 

1.6 

3.9 

1.4 

3.0 

Denmark   

1.8 

1.1 

1.0 

.5 

.5 

Norway   

1.1 

.9 

.9 

1.0 

.6 

Eastern  Europe: 

Poland  2  

5.8 

12.0 

12.0 

19.0 

15.0 

Eastern  Germany  - 

18.0 

20.2 

22.0 

Czechoslovakia  - 

15.2 

9.1 

10.7 

9.7 

12.1 

U.S.S.R  

1.0 

54.4 

70.3 

40.4 

45.0 

Egypt   

6.1 

13.4 

26.3 

24.6 

(3) 

1  1934-38. 

-Information  since  1944  does  not  include  total  imports  from  Bulgaria,  which 
would  increase  substantially  the  imports  of  oriental  leaf  by  Poland,  Eastern  Ger- 
many, and  Czechoslovakia  in  most  subsequent  years. 

3  Not  available. 
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the  situation  may  improve. 

Yet  price  does  not  always  determine 
tobacco  choice.  Finland  and  the  Neth- 
erlands are  increasing  their  purchases 
of  oriental  tobacco  even  though  it  is 
higher  priced  than  U.S.  leaf  they  buy. 

Taste  preference  is  important  too. 
In  recent  years  Switzerland  has  bought 
high-quality  Maryland  leaf  at  prices 
higher  than  those  of  other  tobaccos, 
including  oriental. 

Oriental  tobacco  exports  have  also 
gained  from  bilateral  trade  agree- 
ments. Most  of  the  countries  that  ex- 
port oriental  tobaccos  ship  to  Europe's 
industrialized  countries,  taking  their 
manufactured  goods  in  return.  These 
agreements  virtually  exclude  U.S.  to- 
baccos, regardless  of  price. 

Better  known  than  the  competitive 
threat  of  the  oriental  tobaccos  is  that 
of  the  flue-cured  tobaccos  grown  in 
Rhodesia  and  Nyasaland,  India,  and 
Canada.  In  Western  Europe,  which  ac- 
counts for  over  three-fourths  of  total 
U.S.  tobacco  exports,  tobaccos  from 
these  countries  are  being  bought  in 
increasingly  larger  quantities  chiefly 
because  they  are  lower  in  price.  Many 
of  them  are  lower  in  quality  too,  but 
they  are  satisfactory  for  cigarette  filler, 
as  they  tend  to  be  neutral  in  flavor. 
Further,  they  can  be  purchased  without 
the  expenditure  of  dollars,  or  can 
enter  some  countries  at  a  lower  im- 
port duty,  as  Rhodesian  leaf  does  in  the 
United  Kingdom  and  Australia. 

Also,  directly  competitive  with  U.S. 
flue-cured  is  the  domestically  produced 
flue-cured  in  countries  that  are  im- 
portant U.S.  markets.  France,  Spain, 
Italy,  and  West  Germany  are  all  grow- 
ing more  tobacco — though  production 
is  now  declining  in  West  Germany. 
In  the  Far  East,  especially  the  Philip- 
pines, the  same  is  true;  the  Asian 
countries  are  now  producing  more 
light  types  of  tobacco. 

Competition  from  dark  tobaccos  is 
less  critical,  but  nevertheless  import- 
ant. Although  demand  is  dropping 
off,  those  countries  that  produce  the 
lower-quality,  lower-priced  dark  to- 
baccos— Algeria,  Nyasaland,  Italy,  the 
Dominican  Republic,  and  Brazil — are 
maintaining  exports  at  a  fairly  high 
level.  Their  tobaccos  can  be  bought 
without  dollars,  and  this,  combined 
with  low  prices,  enables  them  to  dis- 
place U.S.  leaf  in  the  world  market. 


Irish  Price  Supports 
To  Limit  Wheat  Output 

Ireland  has  adopted  a  new  fixed 
price  support  system  for  1958-crop 
wheat  in  line  with  its  policy  to  hold 
wheat  production  to  75-80  percent  of 
domestic  needs  and  to  promote  feed 
grains  and  livestock.  Ireland's  mixing 
regulation  requires  that  millers  mix 
25  to  30  percent  of  imported  hard 
wheat  with  the  home-produced  prod- 
uct. Most  imports  are  from  Canada, 
the  United  States,  and  Australia. 

The  new  system  aims  mainly  at 
keeping  wheat  acreage  within  the 
limits  needed  to  produce  300,000  tons 
of  millable  wheat.  This  figure  repre- 
sents the  maximum  of  native  wheat 
that  can  be  used  by  millers  to  fill  the 
country's  needs  for  good  quality  bread. 
Based  on  yields  in  recent  years,  330,- 
000  acres  will  supply  Ireland's  needs 
and  also  provide  seed. 

In  1957,  Ireland's  wheat  harvest 
yielded  an  estimated  370,000  tons  of 
millable  wheat.  All  of  it  was  sold  to 
licensed  dealers  at  the  basic  price  ( $2.20 
per  bushel)  plus  or  minus  premiums 
or  deductions  for  quality  variations. 

Surpluses  from  the  1957  crop  in  the 
hands  of  dealers  were  sold  for  animal 
feed  or  export  at  prices  much  less 
than  the  cost  of  the  wheat  to  the  deal- 
ers. Losses  on  such  sales  equaled  about 
$2.8  million.  The  difference  was  met 
by  the  exchequer. 

Under  the  new  system,  the  govern- 
ment will  not  bear  the  burden  of 
losses  caused  by  oversupply.  The  deal- 
ers' price  to  growers  for  standard  grade 
wheat  will  be  the  same  as  that  for  the 
1957  crop  ($2.20  per  bushel)  if  the 
crop  does  not  exceed  the  300,000  long 
tons  needed  for  home  milling.  If  out- 
put exceeds  this  figure,  the  surplus 
will  be  sold  for  feed  or  export  as  it 
was  in  1957.  But  losses  will  be  ab- 
sorbed by  the  growers  and  the  fixed 
guaranteed  price  scheme  will  be  al- 
tered to  spread  them  fairly. 

To  alter  the  scheme  the  government 
will  act  as  follows.  First  it  will  esti- 
mate the  difference  between  the  costs 
to  the  dealers  and  their  returns.  Then 
it  will  divide  the  total  difference  by 
the  total  estimated  amount  of  wheat 
available  for  milling,  to  decide  how 
much  should  be  deducted  from  the 


dealers'  guaranteed  price  to  farmers 
to  make  up  this  difference.  Dealers 
will  make  the  deduction  on  every  pur- 
chase of  millable  wheat.  They  will 
pay  what  they  deduct  into  a  fund  to 
finance  surplus  wheat  disposal. 

Ireland's  Department  of  Agriculture 
estimates  that  if  1958  output  equals 
1957  production,  the  1958  fixed  price 
will  drop  about  18  cents  per  bushel. 
Larger  or  smaller  output  would  raise 
or  lower  the  deduction  proportionately. 

MAJOR  SOURCES  OF  IRISH 
WHEAT  IMPORTS 


Average 

Annual 

Source 

1951-55 

1956 

1957 

1,000 

1,000 

1,000 

cwt. 

cwt. 

cwt. 

Canada   

2,506 

1,408 

1,811 

United  States  . 

253 

25 

793 

Australia   

982 

577 

193 

Total   

3,741 

2,010 

2,797 

Free  Trade  Area 

(Continued  from  page  18) 
These  technical  working  parties 
have  functioned  up  to  the  present 
time.  In  late  1957,  however,  it  was 
agreed  that  further  progress  on  some 
of  the  technical  problems  would  best 
be  served  by  certain  political  decisions 
beyond  the  scope  of  the  working  par- 
ties. Accordingly,  in  October  of  1957, 
an  intergovernmental  committee  of 
ministerial  rank  was  formed  to  give 
direction  and  guidance  to  the  task  of 
forming  a  European  Free  Trade  Area. 

Since  that  time,  negotiations  have 
been  focused  in  the  ministerial  com- 
mittee. The  results  of  its  negotiations 
remain  to  be  seen;  its  task  is  formid- 
able. Many  complex  technical  prob- 
lems are  presented  in  any  proposed 
economic  integration  or  association 
of  17  such  heterogeneous  countries — 
to  say  nothing  of  the  political  issues 
involved. 

It  would  be  idle  to  speculate  here 
on  the  nature  of  arrangements  which 
finally  may  result  from  these  negotia- 
tions. About  all  that  can  be  noted  at 
this  time  is  that  when  the  committee 
first  took  up  its  task,  it  reaffirmed  faith 
in  the  idea  that  a  Free  Trade  Area  to 
be  associated  with  the  Common  Mar- 
ket was  both  desirable  and  possible. 

It  may  also  be  noted,  of  course,  that 
American  agriculture  is  vitally  inter- 
ested in  any  arrangements  which  affect 
this  area  as  a  major  foreign  market 
for  U.S.  farm  products. 
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German  Poultry 

(Continued  from  page  8) 
Turkey  Federation,  National  Broiler 
Council,  American  Poultry  and  Hatch- 
ery Federation,  Institute  of  American 
Poultry  Industries,  and  the  American 
Feed  Manufacturers  Association. 

In  Germany  there  was  a  lot  of 
work  to  be  done  to  pave  the  way  for 
U.S.  prepared  poultry.  It  was  neces- 
sary to  establish  trade  contacts  with 
German  importers  of  poultry  meat, 
who  had  never  engaged  in  trade  with 
the  United  States,  who  knew  little 
about  U.S.  poultry  products,  and  who 
had  to  be  convinced  of  the  merits  of 
U.S.  ready-to-cook  poultry  especially 
bred  for  its  meat.  At  the  same  time, 
German  importers  had  to  be  willing 
to  invest  sizable  amounts  of  money 
and  take  the  risks  involved  in  pur- 
chasing and  marketing  a  new  product. 
These  risks  were  all  the  more  formid- 
able because  the  German  market  was 
being  amply  supplied  with  "french- 
dressed"  poultry  products.  Also,  to  Ger- 
man importers  U.S.  prices  seemed  to 
be  out  of  line  until  it  was  pointed 
out  that  the  U.S.  bird  did  not  include 
head,  feet,  and  entrails. 

Already  this  promotion  work  has 
paid  off.  After  the  Public  Law  480 
deal  in  the  latter  part  of  1955,  the 
German  Government  in  1957  an- 
nounced a  dollar  tender  valued  at  SI. 2 
million  for  the  purchase  of  U.S.  poul- 
try, as  well  as  a  small  allocation  of 
dollars  to  buy  poultry  for  German 
trade  fairs.  This  brought  purchases  of 
U.S.  poultry  to  over  5.5  million  pounds 
in  1957.  A  second  tender  was  an- 
nounced in  March  1958. 

The  significance  of  all  this  is  ob- 
vious. Germany  was  buying  poultry — 
but  not  from  the  United  States.  A  P.L. 
480  agreement  introduced  our  ready- 
to-cook  poultry  products  to  West  Ger- 
many, and  market  development  work 
helped  build  up  demand.  As  a  result, 
for  2  years  the  German  Government 
has  made  dollars  available  for  com- 
mercial purchases  in  the  United  States 
and  30  German  importers  at  their  own 
expense  made  a  trip  to  this  country 
to  visit  our  poultry  plants.  (The  as- 
sociations they  belong  to  import  over 
90  percent  of  the  poultry  entering 
Germany.)  Furthermore,  now  that  the 
promotion  pattern  has  been  established 
it  will  be  repeated  in  other  countries. 


Argentina  Courting 
Communist  Trade 

Argentina  has  sent  a  trade  mission 
to  Eastern  Europe  to  reactivate  trade 
and  to  buy  Communist  goods.  The 
mission  will  use  bilateral  agreements 
balances  that  were  built  up  through 
Eastern  European  purchases  of  Argen- 
tine crops  and  livestock  products 
(wool,  hides,  linseed  and  oil,  meat, 
quebracho  extract,  etc.)  to  buy  an 
estimated  $40  million  worth  of  manu- 
factured goods  and  equipment.  Re- 
portedly, the  mission  has  signed  firm 
contracts  with  the  Soviet  Union  to 
buy  $5  million  of  goods  and  equip- 
ment. Russia  has  also  promised  to 
consider  selling  another  $30  million 
worth  later.  The  mission  has  also 
signed  contracts  with  Czechoslovakia, 
Poland,  Hungary,  and  Rumania.  And 
there  is  a  possibility  that  further  con- 
tract may  be  forthcoming  as  a  result 
of  the  mission's  contacts  in  Eastern 
Europe. 

Recently  Argentina  negotiated  new 
bilateral  trade  and  payments  agree- 
ments with  several  Eastern  European 
countries  (Rumania,  Poland,  Czecho- 
slovakia, and  Hungary).  And  new 
agreements  with  Bulgaria  and  Russia 
are  under  negotiation.  As  in  earlier 
pacts,  these  countries  are  not  bound 
to  buy  or  sell  specified  quantities  of 
goods. 

West  Germany  Continues 
American  Bean  Imports 

West  Germany,  a  good  U.S.  bean 
market,  is  continuing  its  liberal  policy 
for  imports  of  dry  beans  and  peas 
from  the  United  States,  Canada,  and 
Mexico.  Under  a  new  import  tender 
licenses  will  be  granted  almost  auto- 
matically. Importers  may  apply  for 
licenses  until  December  30,  1958  or 
until  the  value  limit — which  has  not 
yet  been  announced- — is  reached. 


Jamaica  Prohibits 
U.S.  Smoked  Hams 

Jamaica  has  prohibited  imports  of 
smoked  hams  and  other  smoked  pork 
products  from  the  United  States,  ac- 
cording to  a  notice  to  importers.  No 
reason  was  given. 

In  1957  the  United  States  shipped 
1.5  million  pounds  of  pickled,  salted, 
and  cured  pork  (other  than  hams  and 
bacon)  to  Jamaica.  No  shipments  of 
hams  or  bacon  to  Jamaica  were  record- 
ed in  1956  or  1957.  Jamaica  has 
been  importing  small  quantities  of 
canned  sausage  and  other  canned  pork 
products,  including  canned  hams,  from 
the  United  States.  These  are  not  in- 
cluded in  the  ban. 

Venezuela's  Cattle  Plan 
May  Boost  Imports 

Venezuela  has  inaugurated  a  5 -year 
development  plan  which  may  sharpiy 
increase  breeding  cattle  imports.  The 
government  recently  earmarked  the 
equivalent  of  U.S.  $198  million  for 
establishing  new  ranches,  improving 
pastures  and  water  supplies,  and  im- 
porting improved  beef  breeding  cattle 
to  upgrade  native  herds. 

Venezuela  is  one  of  the  largest 
markets  for  U.S.  beef  breeding  cattle. 
In  1957  U.S.  shipments  to  Venezuela 
totaled  2,720  head,  mostly  Brangus 
cattle  from  Texas. 

India  Reduces  Quota 
On  Coffee  For  Export 

Expanded  domestic  use  and  lower 
production  have  caused  India  to  cut 
its  coffee  export  quota  from  more 
than  252,000  bags  in  1956-57  to  less 
than  132,000  from  the  1957-58  crop. 
A  large  share  of  India's  coffee  exports 
go  to  the  Communist  Bloc.  This  year, 
for  the  first  time,  33,000  bags  of  Indian 
coffee  are  destined  for  East  Germany. 
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India  Sets  Export  Quotas 
On  Oils,  Oilseed  Products 

India  is  continuing  its  policy  of  lim- 
iting exports  of  vegetable  oils,  oil- 
seeds, and  oilseed  products  to  keep 
domestic  prices  at  desirable  levels.  In 
line  with  this  policy  peanut  oil  ex- 
ports continue  to  be  banned  because 
of  high  domestic  prices  and  increas- 
ing home  demand.  India's  domestic 
prices  are  at  present  maintained  below 
world  prices. 

The  government  has  announced  an 
export  quota  of  10,000  long  tons  of 
hydrogenated  vegetable  oil  during 
January-September  1958. 

It  also  announced  its  January-Sep- 
tember policy  for  specified  vegetable 
oilcakes.  A  quota  of  15,000  long  tons 
of  coconut  oilcake  was  released  for 
export,  but  a  limit  of  500  tons  was  set 
for  individual  buyers.  For  kardiseed 
oilcake,  5,000  tons  was  released  for 
sale.  Cottonseed  oilcake  (decorticated) 
will  continue  to  be  licensed  freely. 
The  shipment  period  for  the  remain- 
der of  an  earlier  10,000-ton  quota  of 
cottonseed  oilcake  ( undecorticated ) 
will  be  extended  through  September. 
And  a  quota  of  4,000  tons  of  other 
minor  oilcakes  will  also  be  released. 


Ecuador's  Near  Peak  Exports 
Assist  Economic  Gains 

Ecuador's  export  earnings  in  1957 
rose  more  than  20  percent,  reflecting 
the  further  improvement  in  the  coun- 
try's economy.  A  sharp  increase  in 
rice  sales — the  largest  since  1952 — 
and  more  favorable  prices  for  Ecua- 
doran cacao  contributed  to  the  upward 
trend.  In  volume,  foreign  sales  of 
bananas — the  major  export  crop — es- 
tablished a  new  record  in  Ecuadoran 
trade  and  coffee  exports  were  also 
heavy;  but  in  value,  these  products 
earned  slightly  less  than  in  1956. 

Ecuador  takes  most  of  its  imports 
from  the  United  States.  The  United 
States  is  also  the  best  customer  for 
Ecuador's  export  products,  most  of 
which  are  agricultural  and  include  ban- 
anas, coffee,  and  cacao. 

New  Yugoslav  5-Year  Plan 
May  Cut  Lard  Imports 

Yugoslavia  bought  more  than  62 
million  pounds  of  lard  from  the  United 
States,  all  under  Public  Law  480  dur- 
ing 1957,  but  hopes  to  reduce  future 
import  needs.  A  new  Five  Year  Plan 
calls  for  producing  83  percent  more 


lard  by  1961  than  the  1951-55  annual 
average. 

Under  the  plan,  Yugoslavia  also 
hopes  to  produce  53  percent  more 
meat  by  1961.  The  country  exports 
some  meat  and  livestock,  but  expanded 
output  is  needed  to  increase  domestic 
supplies  and  meet  anticipated  rising 
living  standards. 

More  livestock  and  better  feeding 
practices  will  be  needed  along  with 
favorable  crop  conditions.  The  1951-55 
average  included  2  years  of  very  low 
harvests.  In  1957 — the  first  year  of 
the  new  plan — harvests  set  records. 

Denmark  Lengthens  Dollar 
Liberalization  List 

Denmark  has  expanded  its  list  of 
commodities  which  may  be  imported 
from  the  dollar  area  without  licenses. 
Among  the  farm  products  added  are 
barley,  oats,  corn,  tapioca  and  manioc 
flour,  shelled  and  unshelled  almonds, 
and  other  nuts.  Certain  dried  fruits, 
for  which  import  licenses  recently 
have  been  issued  freely,  were  also  added 
to  the  free  list.  They  include  dates, 
figs,  peaches,  apricots,  and  mixed  dried 
fruits.  Mixtures  which  contain  dried 
apples,  however,  cannot  enter  free. 
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